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WE call attention to the instructive 
contributions, elsewhere published, on 
the ‘‘Collection of Domestic Exchange.” 
Our object is to bring out all phases of 
the subject, and all shades of opinion. 
When the topic is thoroughly expounded 
from the standpoint of practical bankers 
in all parts of the country, an accumu- 
lation of fact, figure and experienced 
opinion will be gained, which will be 
the first step 1n any movement or plan 
looking to improved methods and better 
compensation. With the situation pic- 
tured in all its variety of detail, opinions 
respecting the possibility or feasibility 
of change and improvement in any par- 
ticular direction, can be better formed 
than from a partial view, obtained from 
local conditions only. 


A favorite clause in the political plat- 
forms of Farmers’ Alliance conventions 
is—**‘ We demand the abolition of na- 
tional banks;” and, presumably their 
meaning is, the abolition of the circula- 
tion franchise of these banks, for national 
banks of discount and deposit, we pre- 
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sume, are not regarded as inimical to 
the farmers. How much of reason 
there is in these antagonistic demands 
is made plain in a statement, elsewhere 
published, of the circulation experience 
for three years of a national bank in 
Wisconsin, whose capital is $100,000, 
and who under the law was forced to 
take out circulation to the extent of 
$25,000. During the three years, the 
bank lost nearly $1,400 for the special 
privilege granted to its favored class, 
while denied to the people generally, of 
issuing its notes to circulate as money. 
Facts speak louder than words; and 
Farmers’ Alliance orators and lecturers 
should study into the actual facts, and 
proclaim truth, not false sentiment, to 
the people. * 


Many people know, in a general way, 
how commodities, raised in one part of 
the country, are shipped, for consump- 
tion, to another part; and how the banks 
of the country are used as mediums 
through which the distant purchasers 
make payment to the distant sellers. To 
the general public, however, aside from 
bankers, lawyers and other experts, the 
modus operandi in all its detail of ship- 
ment, collection and payment is not 
vivid. A case which we publish, decided 
in Georgia, will serve as an instructive 
illustration to the non-initiated; while 
to the bankers themselves, it will present 
certain legal points worthy of note. 

A shipment of meat takes place from 
the great pork centre, Cincinnati, to 
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the southern city of Albany, Georgia, 
for consumption. The purchaser resides 
in Albany; the seller in Cincinnati, 
How is the meat sent? By railroad 
How is payment made? The seller 
. draws a draft on the purchaser for the 
amount. To this he attaches the bill of 
lading issued by the railroad, which is 
the symbol representing the meat. The 
purchaser deposits the draft and bill with 
his bank in Cincinnati, and receives credit 
for the amount. The Cincinnati bank 
sends the documents to its correspondent 
bank in the place of the seller. That bank 
collects the amount for it from the pur- 
chaser, and surrenders the draft and bill, 
and the purchaser, holding the bill, ob- 
tains the meat from the railroad. (Some- 
times the bill is surrendered on accept- 
ance of the draft before payment.) Upon 
the Georgia bank accounting to the 
Cincinnati bank, the transaction would 
be complete, were there no hitch or 
defect. 

But in the case published there was 
a hitch; else, it would not have got into 
court. What was the matter? When 
the meat arrived in Georgia, it was 
partly damaged. The purchaser, it 
seems, had paid the draft before arrival 
or inspection of the meat. Hence, he 
was anxious to get his money back, to 
the extent of the damage. The money 
still lodged in the Georgia bank; and 
the purchaser immediately brought an 
action against the Cincinnati seller, 
the Cincinnati bank and the Georgia 
bank to recover the money. ‘‘At- 
tachment”’ was the form of action 
against the Cincinnati parties, and 
‘*garnishment” was the proceeding 
against the Georgia bank to obtain the 
funds belonging to Cincinnati still in its 
hands. The judgment of the lower 
court was in favor of the purchaser, but 
the supreme court of Georgia reverse 
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the judgment. The points of the de- 
cision are worthy of note by bankers. 
They are set forth in full in the syllabus 
of the court. The gist of the decision 
is as follows: 

The draft when deposited in Cincin- 
nati, by reason of the terms of deposit, 
became the property of the Cincinnati 
bank, and the proceeds when collected, 
and inthe hands of the Georgia bank 
agent, were the Cincinnati bank’s prop- 
erty. The Georgia purchaser had no 
cause of action against. the Cincinnati 
bank, because it was not a joint vendor 
with the seller, and did not, as such, 
warrant the meat. The cause of action, 
therefore, was against the seller in Cin- 
cinnati alone; and the proceeds of the 
draft belonging to the Cincinnati bank 
could not be attached in such an action. 

These points are instructive to bankers 
who handle bills of lading security. The 
proceeds of drafts drawn against ship- 
ments, with bills of lading attached 
representing the property for which the 
drafts are paid, are unassailable by the 
payors, even though the property proves 
defective or worthless, in case the drafts 
and proceeds belong to the collecting 
bank, and are not held as agent of the 
draft drawer. The transferrer of the 
security—the bank—according to this 
decision is not responsible as guarantor 
against defects in the transferred col- 
lateral. 


THE subject of our future circulating 
medium is a problem which is now en- 
gaging the minds and pens of many of 
the most learned men in the country. 
Taking it for granted that national 
banks, as note-issuers, are moribund 
owing to the gradual extinction of their 
basis of security—government bonds— 
many inquiries are advanced and sug- 
gestions made, for a substituted bank 





THE BANKING LAW JOURNAL. 


circulation. There are those, of course, 
who would absolutely restrict all bank 
issues, and have the circulating medium 
of the country consist of gold, silver and 
government notes alone, But the bank 
note presents peculiar advantages in 
meeting the requirements of trade, 
which cannot be gainsaid, and there is 
a strong public sentiment and tendency 
towards a re creation of some system of 
bank currency, which will replace that 
of the national banks. The Financial 
Chronicle in New York has recently given 
the public an outline plan for a repeal 
of the present ten per cent. tax on state 
bank circulation and a relegation of the 
currency question, under certain general 
limitations, to the states. This we pub- 
lish on another page. The idea of the 


Chronicle is that Congress should ‘‘pass an 
act with very few regulations—say (1) 
taking off all tax from the circulation of 
banks, state and national, which con- 
formed to the provisions of the act; (2) 


leaving each state free to levy such tax 
as it might see fit on circulation for the 
purpose of accumulating a fund to re- 
deem notes of its own insolvent banks, 
and perhaps for other purposes; (3) pro- 
viding that no bank could ever have out 
at any time more circulating notes in 
amount than two-thirds of its paid-up 
capital stock; (4) that each bank’s cir- 
culating notes should be a first lien on 
all assets of the bank; (5) that every 
bank must redeem its notes in coin, and 
for that purpose keep on hand 25 per cent. 
of its outstanding issues in gold and 
silver coin—the proportion of silver to 
be held might be fixed by each state for 
the banks within the state, and not to 
be less than one-third nor more than one- 
half of the reserve required; (6) pro- 
viding that no bank could issue circula- 
tion except under the added authority 
of the state. A very few regulations 
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somewhat after the form suggested 
might be thought desirable, but with 
these exceptions the banks should be 
left to state control and supervision, and 
to the laws of commerce to develop and 
perfect.” 

This change is advocated as a method 
of obtaining relief from our present cur- 
rency difficulties, and also as opening 
the way toa bank note system which 
will truly answer the requirements of 
commerce, by possessing the ‘‘ homing ”’ 
tendency—the quality of going home 
for redemption and re-issue, instead of 
becoming a permanent addition to a 
fixed volume of currency, which is mag- 
netically drawn to the money centers, 
leaving the interior and smaller localities 
with an insufficient medium to meet 
local requirements. The advantages of 
a bank circulation which will undergo 
actual daily redemption and re-issue 
have been clearly stated by various 
writers in these pages, and bank cur- 
rency systems have been advocated, 
similar in many features, to that now 
proposed. All this is educational, and 
helps in the formation of correct opinion 
on a question which needs to be looked 
at from many standpoints—safety, uni- 
formity and convertibility. 


WE also publish in this number the 
opinion of Mr. Henry Carey Baird of 
Philadelphia, upon the currency question, 
contributed to the Chicago /nter-Ocean. 
Mr. Baird differs from all those who con- 
sider the merits of various systems of 
bank currency. He thinks that ‘‘ the 
issuing of money, being one of the 
greatest prerogatives of the state” must 
‘*in all countries be taken away from 
the banks;” that ‘‘there is no reason 
why a bank should issue paper money 
any more than there is that it should 
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issue money of gold, silver or nickel.” 
To successfully combat this theory 
would take more space than we have at 
command, The best proof that bank 
currency has a place and a mission in 
the economy of any country is the very 
fact of its existence; its acceptance and 
use by the people. A proper bank cur- 
rency fills certain wants, not answered 
by gold and silver; and irredeemable 
paper issues by any government do not 
satisfy those wants. Is not the true func- 
tion of government respecting the cur- 
rency, regulation and control, rather than 
manufacture? Primitively, exchange 
of commodities was by barter. Then 
two particular commodities, gold and 
silver, were produced as the standard for 
all others, at given weights, certified by 
government coinage, thus facilitating ex- 
change. But the function of govern- 


ments all along in this respect, has been 
to certify, by coinage, the value of bul- 


lion of private owners, rather than to 
itself produce the bullion. The bullion 
medium of exchange has come from the 
people, and the office of the government 
has been not production, but regulation 
—the certification of its value, for use in 
the interchange of commodities. When, 
therefore, business requirements bring 
forth another medium to further facilitate 
exchange (namely, bank-notes, which, 
like bullion, are produced or created 
by the people and represent a standard 
of value,) why is not the proper function 
of government that of regulation and con- 
trol, rather than extinction? Business 
needs have called these paper facilities 
into existence. Why should the gov- 
ernment do more than regulate and re- 
strict their use, so that safety and con- 
vertibility would be insured? Why 
should it crush a currency, called forth 
by business requirements, out of exist- 
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ence, and replace it by one of its own 
manufacture, unsuited to business needs, 
and unnatural from its fiat and non- 
redemption character? Certainly against 
the view of Mr. Baird that the govern- 
ment, and not private persons, should 
issue paper currency, many arguments 
can be urged. 

This discussion might be pursued in- 
definitely and embrace a consideration 
of constitutional provisions, and the at- 
titude of the government as a purchaser 


‘of bullion, rather than a certifier to its 


value; but nothing of value can be said 
in the brief space allotted for editorial 
purposes, ‘Suffice it to say that good 
reasons do exist why banks should issue 
their notes, subject to proper regulations 
and requirements. 


THE question is not infrequent among 
bankers whether the negotiability of a 
promissory note offered for discount, is 
affected by some clause or statement 
appearing on its face having reference 
to collateral security and its disposition. 
Those interested in this subject will find 
much instruction in the decision of the 
supreme court of Pennsylvania, pub- 
lished on page 478. A bank seeking to 
enforce a note against an indorser, was 
met with the contention that the note was 
non-negotiable. The decision of the 
court is confined to the question of ne- 
gotiability. The note, in addition to the 
promise, recited that certain bonds were 
deposited as collateral, authorized their 
sale upon non-payment at maturity, and 
declared that the makers would be re- 
sponsible for any deficiency. None of 
these things are held to destroy the 
negotiability of the note. The reasons 
are set forth in the opinion, 
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PRACTICAL BANKING. 
(By William Bosson, Indianapolis. Ind.—No. 3.] 
The President. 


BANK having organized and having 
by some process selected a board 
of directors, there devolves upon that 
board in most instances the duty of se- 
lecting the officers of the bank. First, 
though possibly not most important, 
comes the office of president. It is diffi- 
cult to say just what motives do, or 
should, influence the selection of a pres- 
ident. Is he to be the active head of 
the bank? To devote his whole time to 
its interests? Tosuperintend the choice 
and acquisition of new business? To 
pass upon loans and lines of credit? To 
represent the bank in its relations to 
other and similar institutions? 

What is the position and duty of a 
bank president? Nominally, and gen- 
erally actually, he is the head of the 
bank. He is one of the board of direct- 
ors and presides over the meetings. He 
is to a certain extent in a legal sense a 
‘*figure-head,” occupying a *‘ position 
of dignity, and of an indefinite general 
responsibility, rather than of an accu- 
rately known power.” 

In many cases a president is selected 
for his known financial ability or busi- 
ness standing; sterling character for 
honest dealing and integrity, the ability 
to manage well his own concerns; those 
attributes of a social and business kind 
that are attractive rather than repellant. 
In some cases the president is selected 
for his acquaintance and influence in a 
certain section of the country, or be- 
cause he has held offices, such as secre- 
tary or comptroller of the currency. But 


this is simply a reflex of his former rep- 
utation which caused him to be selected 
for his political appointment. There is 
not necessarily any presumption of un- 
fitness for the new position, though 
there is generally lacking a knowledge 
of technical details of practical banking. 
This knowledge is probably of little 
value in large cities, where the president - 
neither does, nor is presumed to do, any 
of the actual supervision of the work of 
the employees. In the smaller cities or 
towns this lack of detail, so to speak, 
would trouble the official very much at 
times, 

** Usage or directorial votes may con- 
fer upon him (the president) special 
functions, and may extend his authority 
to correspond with the increase of active 
duties. But the authority in the office 
is very small; indeed, it is very difficult 
to say precisely how or wherein it is 
really much in excess of that which can 
be exercised by any other single direct- 
or. Practically this legal principle is 
not known, or not distinctly recognized, 
in very many banks, and frequently the 
president undertakes to exercise a very 
considerable control in the daily routine 
of business. When this is done with 
the knowledge and approbation or the 
tacit sanction of the board of directors, 
it may be regarded as legalized by the 
principle of ratification or usage. Yet 
these afford an indefinite and dangerous 
basis on which to rest important deal- 
ings.” 

This quotation from the leading Amer- 
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ican author on Banks and Banking con- 
tains a startling assertion, to say the 
least, for most bank presidents, As 
leaders in their various boards of direct- 
ors they have been in the habit of con- 
sidering themselves the source of power, 
the mainspring of action in their various 
financial institutions. The vice-presi- 
dents are to be their shadows, to act 
only in their absence. The cashiers are 
head clerks and as such executive offi- 
cers to carry out the bidding of the 
president. 

Such has been the custom, such is their 
practice, and such it will continue to be 
unless they happen, by such assumption 

.of prerogative power, to involve the 

bank in lawsuits. The learned author 
says: ‘‘So the reader will notice that 
in discussing this topic, we are obliged, 
in order to keep within the bonds of es- 
tablished law, to confine ourselves al- 
most wholly to declaring what a presi- 
dent can not do.” 

Before following up the limitation on 
* his authority, let us inquire by what 
means a president may become legally 
invested with any desired power. The 
answer is short and decisive—‘‘ Power 
may be conferred by the proper action 
of the board of directors authorizing the 
performance of any actor duty.” This 
action should precede the exercise of 
the authority, although there may be a 
subsequent ratification. As custom 
makes law under proper conditions, so 
a repetition of any act: with the knowl- 
edge and consent of the directors may 
legalize it; but the safe method to fol- 
low is the one first named. 

From the adoption of this course can 
arise but one question—‘‘Could the 
board of directors legally authorize the 
president to exercise the power given?” 

From an examination of various au- 
thorities, I have made up the following 
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schedules, showing 


(1.) What a president can legally do. 
(2.) What a president cannot legally do. 


SCHEDULE (1), WHAT PRESIDENT CAN 
LEGALLY Do. 


(1). The president has without ques- 
tion the right to take charge of the liti- 
gation of the bank. 

(2). He may compromise judgments 
in favor of the bank; but this power is 
more safely exercised by the board of 
directors, and it is better that the presi- 
dent should have the board authorize 
such compromises. 

(3). He may, when such has been the 
custom, bind the bank by assuming au- 
thority; but the burden of proof as to 
the custom would undoubtedly fall upon 
the party seeking to establish the presi- 
dent’s right to act. 

(4). He may bind the bank by receipt- 
ing for securities in his own name. 

(5). He may agree to receive money 
at a place other than that designated in 
the promise to pay. 

(6). He may, if the board of directors 
acquiesce, release a judgment. 

(7). He may exercise such powers as 
are conferred by special statute of the 
state ip which the bank is located. 

(8). Where authority is given by the 
directors to sell and convey, he may 
enter into a contract for such sale and 
conveyance to be made at a certain fu- 
ture day. 

(9). ‘‘ Like other agents, the president 
must act within the scope of his author- 
ity to bind the principal unless his acts 
are ratified.” 

(10). By custom he may make binding 
admissions. 

(11). He binds the bank by his knowl- 
edge of facts, though he may be absent 
when his information is needed. 
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(12). He receives notice of actions 
against the bank. 

(13). He may order the cashier to pay 
a check which causes an overdraft, but 
is personally liable if the party is not 
responsible. 

SCHEDULE (2). WHAT PRESIDENT CANNOT 
LEGALLY DO, 

(1). He cannot, without authority 
from the board of directors, draw checks 
for the bank against its funds. 

(2). He cannot remove or withdraw 
its deposits, 

(3). He cannot pay or settle with 
creditors, 

(4). He cannot exercise more power 
than any other member of the board. 

(5). He cannot mortgage, assign or 
pledge the property of the bank. 

(6). He cannot make any sale, assign- 
ment or transfer that requires the use of 
the corporate seal without the assent 
and authority of the board. 

(7). He cannot release the claims of 
the bank against any person, 

(8). He cannot stay the collection of 
an execution. 

(9). He cannot enter into contracts or 
agreements unless specially empowered. 

(10). He cannot borrow money on be- 
half of the bank. ; 

(11). Ifhe act beyond the scope of any 
authority derived from his office, or 
from directorial votes, or from usage, 
then his act does not bind the bank un- 
less subsequently ratified by the board 
of directors, 

(12). He cannot trade a note for, or 
buy stock of the bank for his own use 
from a debtor and thereby release him. 

(13). He cannot certify his own check. 

(14). He cannot endorse or transfer 
negotiable paper except by special au- 
thority or usage approved. 

(15). He cannot agree that an indorse- 
ment shall not bind the indorser. 
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(16). When a power is conferred on 
**the president and directors” or ‘‘pres- 
ident and cashier,” he cannot act alone. 

I have thus given statements as to 
what a president may legally do and 
what he may notlegallydo. That there 
are many other acts which he may or 
may not perform is unquestionable. 
What is the source of power then in his 
case? Immediately it is the board of 
directors; remotely it is the stockholders. 

The larger portion of a president’s 
power is undoubtedly derived from 
usage or custom which has been acqui- 
esced in by the board of directors. It 
is seldom that the board endeavors to 
fix or prescribe the president’s exact 
duties. Certain duties have been per- 
formed by the president of other suc- 
cessful and well managed banks; they 
expect a similar performance, They 
elect him in the first place because they 
trust and honor him; they maintain him 
in office because his management of the 
trust and duty show that their confidence 
was rightly placed. If the board of di- 
rectors made rules for the president 
(even as a teacher would for a school- 
boy) it would be difficult to secure men 
of ability. For the very ability which 
renders a man fit for the position ren- 
ders him quite independent and the 
acceptance of the office is as much a 
favor to the board of directors as the 
bestowal is an honor to the president. 
That a bank president must have large 
ability goes without proof. The very 
fact that he 1s selected by the board of 
directors is evidence that he has many 
of the qualifications needed. That bank 
presidents, in this age of immense vol- 
umes of business, time and call loans, 
often with stocks as securities, and hun- 
dreds of reciprocal accounts, should often 
make mistakes is not a matter of surprise. 
They might reasonably make more. 
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The bank p-esident should thoroughly 
understand the general principles of 
law—especially of contracts and com- 
mercial law. While for technical mat- 
ters, and lawsuits once begun, he must 
depend upon the advice of counsel; yet 
he is compelled to decide, upon his own 
knowledge, many questions. He must 
know human nature. Not long agol 
heard a bank president state that in his 
long career of some thirty-five years 
**he had found that the great majority 
of men were honest.’’ While not in the 
least doubting this deduction, I suggest 
that it is not against the honest man that 
the bank needs protection. It is the 
stranger to honesty and the alien to 
truth who incessantly seek some way 
by which they may get something for 
nothing. 

A recent author after describing a 
president who was such simply on ac- 
count of his wealth, and another who 
while sufficiently able, was too busy 
otherwise to apply himself to his duties, 
says: ‘‘A third was made president 
because he had, in a civil service man 
ner, qualified himself for the position by 
a life long study and practice of bank- 
ing. He had been through every posi- 
tion in a bank, from that of messenger, 
upwards. He was skillful, affable, 
strong. He gave his whole soul to the 
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management of his large bank, com- 
manding—demanding—the co-operation 
of his able board of directors. His ca- 
pable cashier was expected to be the 
executive head of the institution, and 
under him all the officers were expected 
to toe the line of duty. He was paida 
salary of $10,000 a year, and fully earned 
it.” 

The able bank president must be 
shrewd, careful, diligent, stingy (at least 
in regard to the expenditure of the 
bank’s funds), full of knowledge of hu- 
man nature, acquainted with securities, 
real and personal, able to command the 
respect of the board of directors and of 
the other officers and employees of the 
bank, possessing the respect of the other 
bankers and the confidence of the busi- 
ness community, prosperous in his per- 
sonal ventures for gain; in fact a leader 
of men, whose faculties are trained to 
the acquisition of wealth, and whose ob- 
ject is gain. That such a man will honor 
the bank by taking a respectable posi- 
tion in society, in the church, and among 
politicians and statesmen is certain. 

To the bank president more than to 
any other man applies the truism that, 
**Nothing succeeds like success.”” Grow- 
ing deposits, large dividends, an in- 
creasing surplus—these will be the jew- 
els in his crown. 
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Ss. H. WOOD, 


HE Journat extends its portrait 
series westward this issue, and 
gives its readers a sketch of Mr. S. H. 
Wood, the investment banker and broker 
of Minneapolis, Minn. Mr. Wood’s name 
stands prominent among the financial 
men of the northwest, as largely identi- 


fied with the grain producing, banking 
and brokerage interests of that growing 
section. He is at the head of the S. H. 
Wvod Produce Company, which has an 
authorized capital of $100,000,, and is 
just making a new issue of $50,000 for 
the purpose of building an elevator for 





‘ of interest. 
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the storage of customers’ grain. The 
grain will be stored at the lowest rates, 
and money loaned thereon at low rates 
The business thus to be 
conducted is a combination of ware- 
housing and banking which, in the 
evolution of commerce, springs from 
trade necessities. Among farmers and 
shippers of grain, Mr. Wood’s prophetic 
vision as to the rise and fall of prices, 
when to buy and when to sell, has earned 
him a great reputation. His advice has, 


in numerous instances, been followed by. 


customers, with beneficial results, and 
he is credited by dealers generally with 
rare judgment and sagacity. 

In addition to dealing in grain and 
banking, Mr. Wood is the senior 
in the house of S. H. Wood & Co., 
which handles St. Paul and Minne- 
apolis bank stocks, and all the high 
grade local values of those cities. Mr, 
Wood’s firm have also been selected as 
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agents for the best iron mining compa- 
nies of Duluth. Their advice as to ap- 
praisals and first-class real estate mort- 
gages is very widely sought, and real- 
ties and securities form no small part of 
their comprehensive business. It is 
often well for those at a distance to 
know where to write for information. 
The house of S. H. Wood & Co. is re- 
puted for its polite correspondence, 
which it seeks upon all matters apper- 
taining to the markets of Minneapolis, 
St. Paul and Duluth. When we think 
of those cities, young giants of the 
present west, in comparison with their 
proportions a few years ago, truly it 
must be said—‘‘Westward the course of 
empire takes its way.” And it is to the 
enterprising, pushing and capable class 
of men, of which S. H. Wood isa fitting 
type, that the western trade centers 
largely owe their present prosperity and 
future prospects. 
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A SUGGESTION TO REPEAL THE TEN PER CENT. TAX. 


(From the Asmancial Chronicle.} 


ERY many people who would not ~ 
object to having the purchases of srency most of all, 


currency and want free issues of cur- 
Meet that demand 


silver bullion under the 1890 act stopped, ‘and the fight against free coinage is more 


express decided opposition to its being 
done until some other system is agreed 
upon and adopted for a supply of cur- 
rency. This opposition comes from two 
classes: (1) those who think that moder- 
ate yearly additions of paper currency 
are always desirable in this developing 
country, and especially are desirable 


under the present condition of bank- 
note issues, and (2) those who believe 
that with an unlimited amount of paper, 
the rates of money in the newer and 
poorer sections would decline materially. 
One phase of this problem is suggested by 
Senator Vance when, in speaking of the 


contraction of national bank notes— 
which as we all know has been in pro- 
gress during recent years—he says: 
‘** so rapid has this contraction been that 
but for the purchase of silver and gold 
bullion and the issue of certificates 
thereon for circulation, the most serious 
consequences would undoubtedly have 
ensued.” Whether the reader accepts 
or questions the opinion the Senator has 
here expressed, every one must admit as 
a fact in the situation that the statement 
quoted reflects, in a general way at least, 
the opinion of the entire agricultural 
sections. More than that, it is the 
opinion of a great many people in the 
East whose dealings are chiefly with the 


money always prevail, 

In brief, free-silver coinage has, we 
believe, to-day comparatively few advo- 
cates except among those who want more 


than half won. The body of our people 
see that the logic of events is strongly 
setting against an increasing use of sil- 
ver. Many who thought a short time 
ago that the United States alone could 
control the price are undeceived now. 
The experiment under the 1890 Silver 
Bullion Purchasing Act has so clearly 
demonstrated the impossibility of secur- 
ing such control that the number of be- 
lievers in that claim has greatly lessened. 
Then again the decline in the market 
value of bullion has been so striking, 
and the consequent absurdity of the 
Government’s stamping with its fiat a 
daily decreasing fraction of a dollar’s 
worth, is thereby made so obvious that 
this also has helped and is still helping 
to open the eyes of the multitude. 
Furthermore, the current outflow of 
gold and the persistent lack of business 
activity in the face of abundant crops, 
and the largest exports of merchandise 
the United States has ever had, are 
arresting the attention of another class 
who have hitherto been indifferent to the 
silver disturbance because it appeared 
to be an undemonstrated far-off evil. 
Altogether at this juncture everything 
seems to tend to make the present time 
peculiarly opportune for a successful 


« Struggle to recreate our currency. At 
West and South, where high rates for * 


the moment, the only apparent obstacle 
to an effective move, as we look at it, is 
the lack of a system which shall fill the 
place of the silver-bullion notes, and 
meet the wish for an unrestricted paper 
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circulation, which the agricultural classes 
think will be the result of the free coin- 
age of silver, And why may not these 
ends be attained by Congress simply 
relegating this currency question, under 
certain general limitations, to the States? 
We know that the Senate Finance Com- 
mittee has recently reported adversely on 
Senator George’s bill proposing to repeal 
the tax on circulation issued by State in- 
stitutions. But we most earnestly ask 
our conservative friends not to dismiss 
this thought without more deliberate 
consideration. We know it will at the 
outset be unattractive to a large number 
of our people; we know that with some, 
the mere mention of the idea will raise 
visions of returning currency horrors 
which were the experience of our adoles- 
cent period asa nation; we know that 
many are so wedded to our present 
national bank-note system that they can- 
not believe it is past revival and cannot 
conceive of a system not modelled after 
it. Yet notwithstanding these evidences 
that the current of conservative thought 
is against us on this question, we venture 
to urge our view most earnestly, be- 
lieving that through discussion a scheme 
at least on the line of this suggestion 
may be attained which will work us out 
of our present difficulties and secure the 
best currency, because the most respon- 
sive to the business interests of the 
country, which it is possible to devise. 
We have no exact method to unfold 
for giving shape to this idea. Simply 
taking off the tax, which Senator George 
and Congressman Bland proposed, would 
not perhaps fully meet present con- 
ditions. National institutions in that 
case would obviously be left outside the 
currency privileges State institutions 
would enjoy, but this discrimination 
could easily be avoided by a statute ex- 
tending to each national institution 
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the currency privileges possessed by 
State banks in the State where it was 
situated. Probably the plan would meet 
with more favor inthe East, and not be 
less acceptable to the South and West, 
if Congress should make a kind of frame- 
work tor a system, that is, pass an act 
with very few regulations—say (1) tak- 
ing off all tax from the circulation of 
banks, State and national, which con- 
formed to the provisions of the act; (2) 
leaving each State free to levy such tax 
as it might see fit on circulation for the 
purpose of accumulating a fund to re- 
deem notes of its own insolvent banks, 

and perhaps for other purposes; (3) pro- 
viding that no bank could ever have out 
at any time more circulating notes in 
amount than two-thirds of its paid-up 
capital stock; (4) that each bank’s cir- 
culating notes should be a first lien on 
all the assets of the bank; (5) that every 

bank must redeem its notes in coin, and 

for that purpose keep on hand 25 per cent. 

of its outstandingissues in gold and silver 
coin—the proportion of silver to be held 

might be fixed by each State for the 
banks within the State, and not to be 
less than one-third nor more than one- 
half of the reserve required; (6) pro- 
viding that no bank could issue circula- 
tion except under the added authority 
of the State. A very few regulations 
somewhat after the form suggested 
might be thought desirable, but with 
these exceptions the banks should be 
left to State control and supervision, 

and to the laws of commerce to develop. 
and perfect. 

While we have advocated this change 
because of its usefuJness as a method for 
obtaining relief from our present cur- 
rency difficulties, we believe the repeal 
of the tax to be highly desirable as open- 
ing the way for obtaining a note system 
which will be thoroughly sound and re- 
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sponsive to commerce. Its peculiar 
usefulness as a scheme for furnishing a 
substitute for silver purchase and silver 
coinage is apparent for the reason al- 
ready stated, that it answers to the same 
popular demand, and consequently gives 
assurance, when understood, of being 
acceptable as a substitute. The feature 
requiring the banks to hold coined sil- 
ver asa portion of their reserve against 
outstanding currency would help to dis- 
tribute the dollars, to relieve our treas- 
ury vaults, and to widen the dollar cir- 
culation ;while the increased gold in hold- 
ings by banks in the interior would add 
to the strength of the financial situation 
and therefore to public confidence, espe- 
cially under a gold-export movement, 
since it would tend to, and in time would, 
increase materially the country’s sec- 
ondary gold reserve. On the other hand, 
no national bank-note system like that 
now existing can be made to satisfy the 
present demand of and for the agricult- 
ural sections, while no system founded 
on national bonds as security has the 
remotest chance of a favorable reception 
by the people, so that the repeated in- 
troduction of such devices (which is so 
prominent a feature in current congres- 
sional proceedings) delays real relief, 
besides being a waste of time and ener- 
gy. We have lived through all the 
phases of a national bank-note experi- 
ence, and the prejudice which is felt 
against that kind of a currency system 
has been outspoken and has also been 
expressed in our legislation fora long 
series of years. Even now the trifling 
change of extending the note limit on 
the government securities to the par of 
the bonds held fails of enactment year 
after year. Why continue to spend and 
be spent trying to do what cannot be 
done? 

But the main point we wish to make 
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is, that taking off this tax opens the door 
to the introduction of the only kind of 
paper-money system which can meet the 
needs of our internal commerce. It is 
impossible for so vast a country as this, 
dotted all over withimportant industrial 
centres, increasing in number every 
year, to have a satisfactory currency so 
long as the national capital issues, re- 
deems, and dominates it. Every pre- 
rogative and attribute even of our bank 
notes, and still more of our silver cer- 
tificates tends to draw them away from 
the interior, even when the issue is resi- 
dent in a Southern or Western state, 
and lodge them in an Eastern city. 
Only think—as an illustration of the 
attificial character of our present de- 
vices—of the incongruity in having 
Washington the redeeming centre! 
What has Washington to do with the 
internal commerce of the country? Or 
wherein consists the wisdom of givinga 
paper currency intended as a’ contri- 
vance for local uses, the power of paying 
customs dues? Why give it the semi- 
legal-tender character of requiring every 
national bank in the whole country to 
accept such currency in payment of 
debts? These are all qualities which 
help to make its movements unnatural, 
artificial and impart to it a roaming 
character, helping to force it away from 
the issuer, away from the country dis- 
tricts where it is needed, and conse- 
quently to induce its accumulation when 
out of active commercial employment in 
the great financial centres, and while 
there to foster and become more or less 
fixed in speculative ventures—that is, 
unresponsive to commercial influences 
when needed for commercial work. 
Perhaps the problem can be made to 
appear in a thoroughly practical form if 
every representative in congress will ask 
himself, what quality, in addition to 
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convertibility into coin, does his section 
of the country want a paper currency 
above all other qualities to possess to- 
day? What does the South and what 
does the West chiefly desire in that re- 
spect? Does either section named be- 
lieve that an issue of notes would be 
most useful which remained substantial- 
ly all the year through at its centre of 
trade? Will currency in New York 
make money easy in Kansas City? There 
can be only one answer to these ques- 
tions. Kansas City undoubtedly would 
like to have a currency which would 
have the quality of staying at home, of 
being on hand at all times ready to re- 
spond to every iocal commercial need— 
a currency with Kansas City not only as 
its issuer, but as its abiding-place. We 
have seen that hitherto we have been 
making paper money with no localizing 
tendency, with no habitat, but endowed 
with every attribute tending to induce 
its centralization at the great financial 


cities, and its removal from the country 


districts. Said Mr. Jeremiah Simpson, 
Congressman from Kansas, a year ago 
in March, speaking of the silver certifi- 
cates under the 1890 bill; ‘‘Little enough 
of that issue of notes gets out for circu- 
lation among the masses of the people. 
Out our way, for instance, I don’t be- 
lieve one of those silver notes of small 
denomination was ever seen, although 
the present silver law has been in opera- 
tion about seven months. I know I 
never saw one there.” From the above 
the conclusion is clearly warranted that 
the quality of currency chiefly wanted 
by Mr. Simpson (and he represents the 
public throughout the agricultural sec- 
tions) is a kind which he and his neigh- 
bors can retain or use in their neighbor- 
hood all the time, and which will be in 
sufficient amount to answer every call of 
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trade and commerce at his centre. 

Now it only remains to show what 
would be the working of a system such 
as we have outlined above. We must 
do it very briefly to-day; if it be found 
needful, we can extend the discussion 
further on a subsequent occasion. First, 
as we have seen, the tendency of these 
bank-notes will be towards home and 
not away from it—that is, will be to stay 
within the state of their issue; in this: 
characteristic they will differ, as has 
been shown, from every paper note now 
in existence. Second, when out of act- 
ive use, they will go into the bank for 
redemption and not accumulate at Chica- 
go or New York to breed unhealthy 
speculative ventures. Third, they will 
always be on hand to move the crops, 
because they will lodge at home; so 
when a dealer in grain wishes to have 
currency for making a purchase in the 
interior, he will go to the local bank, 
get his discount, take the proceeds in 
the bank’s notes, perfect his proposed 
arrangement, ship his grain, draw on 
New York say for the value of the grain, 
and when the draft is paid, take up his 
paper discounted by the local bank, and 
so the local bank is in funds again to re- 
deem its notes asthey may come back toit, 

These few words could be greatly ex- 
tended, but they outline the character 
and working of the proposed note sys- 
tem of these institutions. We will sim- 
ply add that the people of each locality 
ought to be the owners in part at least 
of their own banks and ought to see 
that legislation be so shaped as to make 
the banks profitable; in this way the 
growth in banking capital and in circu- 
lation would always keep pace with the 
growth of wealth in each neighborhood. 
Thus, too, this issue of notes would be 
made limitless. 





THE BANKING LAW JOURNAL. 


BANKING AND CURRENCY. 


(Re-produced from the Chicago /nter-Ocean.) 


HE questions which you put to me 
touching this subject, and to which 
you desire replies, are as follows: 


1. In view of the fact that the bonds upon 
which rests our national bank circulation will 
soon be retired, what do you suggest as a sub- 
stitute for that feature ? 

2. What are the objections to our present na- 
tional banking system, and what legislation do 
you recommend to remedy them? 


Now, in response to the first question, 
I would say that the issuing of money 
being one of the greatest prerogatives of 
the state, it must, in my opinion, in all 


countries, be taken away from the banks. 
There 1s no reason why a bank should 
issue paper money, any more than there 
is that it should issue money of gold, 
silver or nickel. 

The paramount difficulty in the way 
of banks issuing paper money is that 
they must give security for the final 
payment of that money. In order todo 
this they are obliged to invest their cap- 
ital in bonds, and then commit the ab- 
surdity of going into business with that 
capital invested otherwise than in that 
business. This is fatal to the system 
and should, if there were no other good 
reason, cause it to be abandoned. All 
money must in the future be issued by 
the government, whether that money be 
of gold, silver, nickel or paper. 

In response to the second question, 
touching the objections to the national 
banking system as it now exists, and 
the necessary legislation to obviate them, 


I would say that the provisions in regard 
to reserves are erroneous, because based 
on a wrong principle; while that feature 
which permits a bank to count as part 
of its reserve, balances due it by its re- 
serve agents, is, in practice, an aggra- 
vation of this erroneous principle. 

The fundamental principle governing 
banking, and the touchstone as to its 
safety, is to be found in the relation 
which the loans of a bank bear to its 
own capital and surplus. This was 
pointed out by Carey more than fifty 
years ago in ‘‘ The Credit System in 
France, Great Britain and the United 
States.”" In other words, a bank, like 
any other trader, is to be judged as to 
whether it does or does not overtrade. 
If the people of the United States de- 
sire to exercise a healthful control over 
the national or any state system of bank- 
ing, they must enact laws providing 
that the loans and discounts of a bank 
shall not exceed its capital, surplus and 
undivided profits more than 100 per 
cent., or, at the very outside, 150 per 
cent. To legislate as to the amount 
of legal tender money which any bank 
shall hold is to introduce into our midst 
the vicious English system of acting on 
and arbitrarily limiting the money, the 
instrument of association of the people, 
in circulation, and giving unlimited li. 
cense to banks through their loans, to 
create deposits, the currency of the few, 
and the means through which those few 
are enabled to swing a great empire and 
enslave its people. Besides which there 





476 THE BANKING 


is no stability in the operation of a bank- 
ing system based upon such a piece of 
empiricism. 

The manner in which the counting of 
balances due by reserve agents, as a part 
of the reserve of the national banks, be- 
comes vicious, is not merely that it 
places at the control of banks in New 
York city large sums of money by means 
of which to foster speculation, but be- 
cause it tends to aggravate the natural 
flow of money from those places where 
money is scarce to those where money 
is plenty. For instance, with capital, 
surplus and undivided profits of $105,- 
581,761, the national banks of New 


York city on Sept, 25, 1891, owed to 
national banks $124,203,317, or over 
$18,000,000 in excess of their own net 
worldly possessions. 

Now, we may just here properly in- 
quire what is done with these New York 
city balances belonging to other national 


banks? On very high authority it is 
learned that this money is loaned to 
Wall street nominally ‘‘on call;” but 
only to be had when called at such times 
as there is no pressure. In order to 
avoid breaking the market, in sending 
stocks down ata run, these banks are 
obliged in time of pressure to indulge 
the stockbroker and therefore call on the 
business man for his call loans, or to 
cease to give to that business man fur- 
ther time loans. Not only is this ex- 
tremely bad in its effects on business in 
New York, but throughout the country 
it aggravates every period of financial 
disturbance arising out of the overtrad- 
ing of banks. : 
Naturally, the money of the country 
has a tendency at all times to leave the 
weak communities and go to the power- 
ful ones. In other words, where there 
is most money, there does money most 
accumulate. The first writer to point 
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out this fact was Carey, and when the 
world has accepted a full belief in this 
great law, an end will be put to that de- 
structive monetary legislation, dictated 
by false economics, and with which 
mankind have long been cursed. Treat- 
ing of money as the instrument of asso- 
ciation, ministering to the first and 
greatest, the paramount need of man, 
that of association and combination of 
fellowmen, Carey not only saw that this 
tendency of money was such, but he 
proved why it was so. In powerful 
communities, association and combina- 
tion are more fully developed than in 
weak ones, and in those communities 
there is less waste of labor power and, 
consequently, the largest accumulation 
of wealth. In such communities are to 
be found the largest quantity and variety 
of things at low prices, and hence the 
power to demand both the custom and 
the money of the people of the weak 
communities. This was in opposition 
to the teachings of the entire orthodox 
school of economists, both British and 
Continental; but it was and is thetruth, 
and the sooner this truth is accepted the 
sooner will mankind be made free. 

This being the law of the movement 
of money, when we obtained as the 
greatest result of the war, a currency of 
uniform value throughout the length 
and breadth of this land, this law found 
the material upon which to act which it 
had never in the past, with a currency 
which could not maintain itself in circu- 
lation, because not current away from 
home. The result of this was and is 


. that to-day the money of the country 


has a powerful tendency to find its way 
to New York, Philadelphia, Chicago, 
Boston, Baltimore and other cities, and 
this tendency is aggravated by the 
vicious provision of the bank act, by 
virtue of which a bank is enabled to 
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count as part of its reserve, deposits in 
New York and other cities which it 
could not, if in its own possession, count, 
unless they were in the form of legal 
tender money. 

To sum up: I am in favor of having 
everything in the similitude of money, 
to emanate from the government, thus 
being ‘‘ current money of the realm,” 
and nothing else; of obliging the banks 
if the present system of reserves is per- 
sisted in, to keep their reserves at home. 
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But I am in favor of regulating the 
operations of banks by obliging them to 
keep their loans and discounts within 
limits fixed by a relation between those 
loans and discounts and their own cap- 
ital, surplus and undivided profits—thus 
not permitting them recklessly to over- 
trade, as fatally do the joint-stock banks 
of London. 


Henry Carey BAIRD. 


Philadelphia. 
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CURRENT LEGAL DECISIONS. 


a S department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 


rectors. The experiences they disclose are likewise worthy thecareful attention and study of the merchant. 
the d»positor, and the bank student seeking advancement. Furtherinformation regarding any case publishe 


herein, will be furnished on application. 


4 


NEGOTIABILITY OF NOTE—RECITALS—COLLATERAL SECURITY. 


Supreme Court of Pennsylvania, March 28, 1892. 


VaLLey Nat. BANK oF CHAMBERSBURG V. CROWELL eéf ai. 


A recital in a note that the maker has deposited 
therewith bonds “as collateral security,” and an 
authorization of the holder of the note to sell such 
bonds upon non-payment of the note, and apply the 
proceeds to its “payment and necessary charges,” do 
not destroy its negotiability. 

Appeal from court of common pleas, 
Franklin county; W. F. SADLER, Special 
Judge. 

Assumpsit by the Valley National Bank 
of Chambersburg, Pa., indorsee, against 
J. B. Crowell and others, payees and in- 
dorsers of a promissory note made by 
the Crowell Manufacturing Company. 
From a judgment for plaintiff, defend- 
ants appeal. Affirmed. 


A. G. McLanahan, O. C. Bowers, and 
W. Rush Gillan, for appellants; W. J. 
Brewer, Rowe & Stewart, and H. Gehr, 
for appellee. 


Per Curiam, The only question in 
this case was whether the note in con- 
troversy was negotiable. It is in the 
usual form of negotiable paper, but it 
is contended that its negotiability is 
destroyed by reason of the following 
provision contained therein: 

“ Having deposited herewith a like amount of Cro- 


well Company mortgage bonds as collateral security, 
which we authorize the holder of this note, upon the 


non-performance of this promise at maturity, to sel? 
either at the brokers’ board or at public or private 
sale, without demanding payment of this note or the 
debt due thereon, and without further notice, and 
apply proceeds, or as much thereof as may be neces- 
sary, to the payment of this note and all necessary 
charges, holding us, as makers and indorsers, respon- 
sible for any deficiency.” 


We find nothing in this to destroy the 
negotiability of the note. While it has 
been truly said that a promissory note 
is a courier without luggage, we find 
nothing in the language quoted beyond 
the statement that the note is accom- 
panied with certain collateral. The mere 
giving of collateral security with a prom- 
issory note does not destroy its nego- 
tiability. Arnold v. Railroad Co., 5 Duer, 
207; Towne v. Rice, 122 Mass, 67. In 
Woods v. North, 84 Pa. St. 407, and 
Johnston v. Spear, 92 Pa. St. 227, the 
amount of notes was held to be uncer- 
tain. In Bank v. Piollet, 126 Pa. St. 195, 
17 Atl. Rep. 603,the court refused to hold 
the indorser liable, because the time of 
payment was not fixed; and in Bank v. 
McCord, 139 Pa. St. 52, 21 Atl. Rep. 
143, the payment was made dependent 
upon certain conditions. In the case in 
hand the amount of the note is not un- 
certain, nor is there any question about 
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the time of payment; and the payment 
is not made dependent upon any con- 
dition whatever. The agreement that 
if the collateral proves insufficient for the 
payment of the note, and all necessary 
expenses and charges, the makers will 
be responsible for any deficiency, neither 
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increases or decreases the responsibility 
of the makers. It merely requires them 
to do what the law would compel them 
to do without such an agreement. We 


are of opinion that the affidavit of de- 
fense was insufficient, and the judgment 
properly entered. Judgment affirmed. 


DRAFT WITH BILL OF LADING—TITLE IN BANK BY DEPOSIT— 


LIABILITY OF BANK ON 


WARRANTY AS VENDOR— 


GARNISHMENT. 


Supreme Court of Georgia, March 26, 


FourtTH NATIONAL BANK OF 


1. A joint judgment cannot be rendered against the 
defendant in attachment and the garnishee. 

2. Where, by the bill of lading, the goods are deliv- 
erable to the order of the consignor, who inderses it 
in blank and delivers it, together with his draft forthe 
purchase price, to a bank, indorsing the draft for de- 
posit to his own credit, and the bank thereupon for- 
wards both documents to another bank atthe place at 
which the goods are consigned, and a third person 
pays the draft and receives the bill of lading, and 
takes the goods as purchaser, the bank is not a joint 
vendor with the consignor, but the consignor alone is 
the vendor, and liable to the purchaser for any de- 
fect in the quality of the goods, or any failure of an 
implied warranty as to their quality. A joint action 
against the consignor and the bank upon such war- 
ranty is not maintainable. 

3. Where a regular customer of a bank deposits with 
the bank his draft payable to his own order, and in- 
dorsed, “ for deposit to the credit of” the drawer, and 


the same is entered on the books of the bank, and for- . 


warded by the bank to another bank for collection, 
the drawer, by the course of dealing, having the right 
to check against such deposit, and, in fact, checking 
against it, and his checks being honored, the title to 
the draft passes to the first bank. and when collected 
by the second, the proceeds are not subject to gar- 
nishment at the instance of a creditor of the drawer, 
such proceeds being the property, not of the drawer, 
but of the first bank. This case is distinguishable 
— Central R. Co. v. First Nat. Bank, 73 Ga. 383, and 


eeman v. Bank 13S. E. Rep. 160, 87 Ga. 45. 
Sillabus by the Court.) 


1892. 


CINCINNATI e¢ al. v. MAYER. 


Error from superior court, Dougherty 
county; B. B. .Bower, Judge. 

Action by Morris Mayer, against the 
Fourth National Bank of Cincinnati and 
others, and against the First National 
Bank of Albany, as garnishee. From a 
judgment for plaintiff, defendants bring 
error. Reversed. 

The following is the official report: 

Attachment was sued out by Mayer 
against Laidley & Cv. and the Fourth 
National Bank of Cincinnati, Ohio, on 
April 18, 1890, and on the same day a 
summons of garnishment issued, and 
was served on the First National Bank 
of Albany, and its answer was traversed. 
At the trial the following facts appeared : 
Laidley & Co., of Cincinnati, Ohio, sold 
and shipped to N. L. Ragan, of Albany, 
Ga., a car-load of meat, for which he 
was to pay on arrival at Albany. On 
the same day (April11, 1890,) they drew 
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on Ragan for the price of the meat, at- 
taching to the draft the bill of lading 
issued at Cincinnati to ‘‘shippers’ or- 
der,” with direction to ‘‘ notify N. L. 
Ragan, Albany, Ga., indorsing the bill 
of lading to the Fourth National Bank 
of Cincinnati, and indorsing the draft 
** For deposit to the credit of F. A. 
Laidley & Co.,” which was their regular 
indorsement on checks and drafts de- 
posited. The draft was payable on de- 
mand. It was further indorsed by the 
cashier of the Fourth National Bank, 
‘*for collection and returns.” Three 
days after the date of the draft, Laidley 
& Co. deposited it, with the attached 
bill of lading, in their current account 
with the Fourth National Bank, and the 
amount of the draft was credited to 
them on the books of that bank. The 
deposit slip contained, among other 
words, ‘‘All checks credited subject to 
payment.” The First National Bank of 
Albany, as the agent of the Fourth Na- 
tional Bank, received for collection the 
draft, with the bill of lading attached, 
and the draft was paid, and the bill of 
lading taken up with it by Mayer, who 
had, by purchase from Ragan, assumed 
his rights and liabilities. The Fourth 
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National Bank had no knowledge of 
Mayer, nor of the condition of the meat, 
at or before the draft and bill of lading 
came into its possession. On April 18, 
1891, the meat was received and inspect- 
ed by Mayer, and found to be damaged 
to the extent of $250; and he immedi- 
ately sued out the attachment and gar- 
nishment. The defendants represented 
were the two banks, Laidley & Co. did 
not appear and were not represented. 
The judge, to whom the case was sub- 
mitted without a jury, rendered judg- 
ment for $250 against all the defendants, 
The two banks except, and insist that, 
so far as the judgment relates to them, 
it is contrary to law and evidence; that 
the Fourth National Bank was the 
owner of the bill of lading and draft 
without knowledge of defect, damages, 
or equities beween the sellers and pur- 
chaser; and that when the draft was 
paid the money belonged to that bank, 
and no judgment should have been ren- 
dered against it, or against its collection 
agent, the First National Bank. 

W. T. Jones, for plaintiff inerror. D. 
H. Pope, for defendants in error. 


Per CuriAM. Judgment reversed, 
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NOTE SIGNED BY OFFICER OF CORPORATION—ON WHOM BINDING. 


Court of Errors and. Appeals of New Jersey, Feb. 29, 1892. 


REEVE v. First Nat. BANK OF GLASSBORO. 


1. Where nothing appears in the body of a note to 
indicate who is the maker, and it is signed by a person 
who affixes to his name an official title as officer of a 
corporation, the note is grima facie that of the person 
so signing ; but it is so far ambiguous in respect to the 
question whether the officer or the corporation is the 
maker that parol testimony is admissible to settle it. 
If, however, the note is signed by the corporate 
name, followed by the name of a corporation officer, 
who affixes to his name his official title, such note is 
conclusively taken to be corporation paper. 

2. A promissory note made in this form: “We 
promise to pay tothe order of the sum of - 
and signed, “Warrick Glass Works. J. Price Warrick, 
Pres,,”"—is the note of the corporation, and not the 
note of Warrick and the corporation. 

(Syllabus by the Court.) 


Error to circuit court, Gloucester 
county; before Justice GARRISON. 

Action by the First National Bank of 
Glassboro, N. J., against Thomas Reeve, 
the Warrick Glass Works, and J. Price 
Warrick on certain notes. Judgment 
for plaintiff. Defendant Reeve brings 
error. Affirmed. 

J. J. Crandall, for plaintiff in error. 
Lewis Starr, for defendant in error. 


Reep, J. This cause was tried at the 
Gloucester circuit. The action was 
brought upon certain promissory notes, 
of which the following is a copy: 


“Glassboro, N. J., Dec. 18, 1890. $97.70-100, Three 
months after date we promise to pay to the order of 
Thos. Reeve, at the First National Bank of Glassboro, 
ninety-seven and 70-100 dollars, without defalcation, 
value received, WARRICK GLASS-WORKS. J. PRICE 
WARRICK, Pres.”’ 


Two additional notes, one for $90.80 
and another for $140.10, were in the 
same form. Each was indorsed by the 
payee, and held. for value by the First 
National Bank of Glassboro. At maturity 
a demand of payment was made at the 
bank upon the Warrick Glass-Works, 


payment refused, and notice of protest 
duly given to Reeves, the payee and in- 
dorser. The defense interposed by the 
defendants’ counsel was that the note 
was signed by the Warrick Glass Works 
and by J. Price Warrick as joint makers; 
that demand of payment should have 
been made upon each of the joint mak- 
ers; and therefore it was insisted that 
the failure to make a demand upon War- 
rick released the indorser from liability. 
The only facts proved in the case bear- 
ing upon the question mooted were that 
the note was given by the corporation 
for feed furnished, and that J. Price 
Warrick was the president of the com- 
pany. At the conclusion of the plaintiff's 
case a motion to nonsuit was made and 
overruled. This action of the trial court 
was the subject of the only material ex- 
ception. 

We are of opinion that the refusal to 
nonsuit was correct. The note was that 
of the Warrick Glass Works alone. The 
demand of payment was properly made 
upon the corporation only. The cases 
in which the liability of parties to paper 


. similar to this is determined are not uni- 


form in their results. Indeed, great 
contrariety of views can be found in the 
decisions upon this question. A detailed 
examination of those cases would not 
result in much profit. The result of the 
best considered decisions is this: Where 
nothing appears in the body of a note 
to indicate the maker, and the note is 
signed by a corporate name, under 
which name appears the name of an 





482 THE BANKING 
officer of the company, with his corporate 
official title affixed thereto, in such case 
the note is taken conclusively to be that 
of the corporation. Where, however, a 
note drawn in a similar form, except as 
to the signatures, is subscribed by the 
name of an officer of a corporation, to 
which name is affixed his title as an 
officer of a particular corporation, the 
result is not the same. In respect to 
notes drawn in the last-mentioned form, 
the courts in most of the states hold that 
there is an ambiguity arising out of this 
manner of coupling the names of the 
natural person and of the corporation. It 
is therefore open to the parties to intro- 
duce extrinsic testimony to disclose facts 
from which it can be concluded which 
of the parties should be regarded as the 
maker, In this state the rule is that a 
note drawn in this form is prima facie 
the note ot the person signing, and not 
the note of the corporation; but this is 
only a disputable presumption, and, 
upon the ground of an existing am- 
biguity, concerning the maker, evidence 
is admissible to show that it was intended 
to be the note of the corporation, which 
evidence can, of course, be met with 
counter-evidence of the same character. 
This rule was definitely settled in the 
case of Kean v. Davis, 21 N. J. Law, 683. 
In this case a note was signed, ‘‘ John 
Kean, Pres. F.& S. S. R. R. Co.” It 
was held to be prima facie the note of 
Kean, but it was held that parol evidence 
might be introduced to show whether 
it was really the personal note of the 
officer or was the note of the railroad 
company. If, therefore, the present 
notes had been signed, ‘‘ J. Price War- 
rick, President of the Warrick Glass- 
Works,” it, in the absence of parol 
testimony to show a contrary intention, 
would be regarded as the note of War- 
rick, As the notes are signed with the 
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name of the corporation, followed by 
the words, ‘‘J. Price Warrick, Pres.,” 
they are taken to be corporation paper. 
This conclusion seems to rest upon 
rational ground. The name of the cor. 
poration signed first stands as a prin. 
cipal, and that of the officer as agent, 
The name of a corporation, so placed, 
raises the implication of a corporate lia- 
bility. To so place it requires the hand 
of an agent. It means that, inasmuch 
as every corporate act must be done by 
a natural person, this personis the agent 
by whose hand the corporation did the 
particular act. This form of signature 
is just as significant in respect to the 
notes in question as if the name the 
‘** Warrick Glass-Works ” had been writ- 
ten, **‘ Per Warrick, Agent.” The follow- 
ing are cases in which notes similar in 
form to those now in suit have been held 
to be solely the notes of the corporation 
whose name first appeared, followed by 
the name of an officer: Bean v. Mining 
Co., 66 Cal. 451, 6 Pac. Rep. 86; Atkins 
v. Brown, 59 Me. 90; Castle v. Foundry 
Co., 72 Me. 167; Miller v. Roach, 150 
Mass. 140, 22N. E. Rep. 634; Draper v. 
Steam- Heating Co., 5 Allen, 338; Liebscher 
v. Kraus, 74 Wis. 387, 43 N. W.Rep.166. 

I do not perceive any significance in 
the use of the words, ‘‘ we promise to 
pay,” instead of ‘‘ the company promises 
to pay.” The contention was that the 
use of these words raised an implica- 
tion that it was the joint note of the cor- 
poration and Warrick. But, as has been 
remarked in more than one of the cases 
cited, in which the notes contained a 
promise in like form, the word ‘‘ we”’ is 
often used by a corporation aggregate, 


Draper v. Steam-Heating Co., supra; Bean 
v. Mining Co., supra; Rand, Com. Paper, 
§ 143. Ourconclusion is that demand 
was made upon the only maker, and 
therefore the refusal of the trial judge 
to nonsuit was right. Judgment Affirmed. 
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ABSTRACTS AND NOTES OF CASES. 


Acceptance by Telegraph—Obligation to Pay Draft Drawn “with Exchange.” 


MISSOURI, 


A number of points of interest to bankers are 
decided in GARRETTSON v. NorTH ATCHISON 
BANK by the federal circuit court, W. D. Mis- 
souri, November, 1891, growing out of the fol- 
lowing transaction: 

The purchaser of cattle in Colorado tendered in 
payment his check on a Missouri bank. Before re- 
ceipt by the seller, the following telegram was sent to 
the drawee: “ W2li you pay James Tate's check on 
you, twenty-two thousand dollars ?” to which the Mis- 
sour1 bank answered: “James Tate is good. Send 
on your paper.” 

Thereupon the check was taken in payment; was 
transferred to the plaintiff for value, :re Missouri 
bank subsequently refused payment, and plaintiff 
sued it for theamount. 


CERTIFICATION BY TELEGRAPH, 


The first point decided is as to whether the 
Missouri bank was bound as for an acceptance 
or certification. Sucha contract, itis held, may 
be as well consummated by telegram as by let- 
ter, and the correspondence constituted a certi- 
fication of the check, binding on the bank, 


CERTIFICATION WAS A MISSOURI CONTRACT, 


Further, the contract being completed in 
Missouri, by the sending of the telegram of 
acceptance, and to be performed in that state, 
is declared a Missouri and not a Colorado con- 
tract; hence, governed by the law of the former 
state. 


CHECK, A BILL OF EXCHANGE UNDER MISSOURI 
STATUTE, 


The third contention of the bank was that the 
instrument sued on was not a bill of exchange, 
and not, therefore, within the terms of the Mis- 
souri statute relative to acceptances and prom- 
ises to accept. The court, on this point, also, 
refuses to accede to the contention. Decisions 
are cited to show that checks are within the 
spirit of the statute, and in this respect perform 
the functions and are of the nature of bills of 
exchange. 


CHECK ‘‘ WITH EXCHANGE,” 


The last straw to which the drawee bank 


pinned its hopes for release from liability was 
this: It promised to accept a check for $22,000. 
But, when presented, the instrument was drawn 
for the amount ‘‘ with exchange.” Considering 
this point the court quotes the general rule of 
law, that ‘*a promise to doa particular act is 
binding upon the promisor only to the extent ot 
the terms and upon the conditions of the con- 
tract of promise. Any other conditions adding 
to the burdens of his performance, or varying 
the place or manner thereof, may acquit the 
promisor in an action for breach of contract.” 

It also cites the case of LINDLEY v. BANK, 76 
Iowa, 629, wherein it was held that where the 
contract and acceptance was of a bill of exchange 
for $2,000, payable at defendant’s bank, it was 
not required to pay a bill afterwards for $2,000, 
with exchange on New York, because this added 
$2, the customary rate of exchange, to the sum 
to be paid, and was therefore tantamount to a 
draft drawn for $2,002. 

But the court distinguishes the present case. 
Here the check was dated at the place of the 
drawee bank (although, of course, delivered in 
Colorado,) and was payable at its counter. Hence 
there could be no exchange under itsterms. The 
court says: 


It will be found on examination that where the ad- 
dition of exchange has been held to amount to a 
material variance it is where it was contemplated that 
the draft should be paid elsewhere than at the place 
of the acceptance. It is observable that the check in 
qnestion does not provide for exchange on any other 
bank, but the term is, “ with exchange.” This is 
utterly meaningless, inasmuch as no place of exchanxe 
is mentioned. Where, as in this case, the check is pay- 
able only on presentation at defendant’s bank, the 
words “ with exchange ” impose no additional burden 
of either trouble or expense on the acceptor, and they 
are to be treated as mere surplusage, as no exchange 
can attach in suchcase. All v. Todd, 2g Ill. 101-103; 
Clauser v. Stone, 1d. 114; 1 Daniel, Neg. Inst. (4th Ed.) 


§ 54 


These views lead the court to declare judgment 
in favor of the holder of the check, and against 
the drawee bank, upon its promise to accept, 
made by telegraph. 
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The Word “ Date” includes “‘ Month” 
and “‘ Year,” as well as “Day.” 


GEORGIA, 
The following decision, construing a note, has 
been made by the supreme court of Georgia, in 
NEAL v. REAMs, February 3, 1892: 


A promissory note for $711.85, with interest at the 
rate of 8 per cent. per annum after maturity, dated 
March 4, 1885, and promising to pay “‘on the sth March 
after date,” is ambiguous, and open to explanation by 
extrinsic evidence. In the absence of any such evi- 
dence, there was no error in construing the note as 
maturing on the sth of March, 1886, rather than on the 
sth of March, 188s, as the date of the note included the 
month and year as wellas the day on which it was 
executed. 


Note Payable to Cashier. 


Farmers’ Nat. Bank v. Erwin Lane Paper Co.; Su- 
preme Court of Indiana, Feb, 24, 1892. 
In this case the Indiana supreme court declare 


and apply the well-settled rule that a note made 
payable to the cashier of a bank is to be deemed 
payable to the bank, and the bank may sue on 
the note as payee. 
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When Protest Fee Cannot be Charged. 
Succession of Waddeli, Supreme Court of Louisiana, 
March 7, 1892. 

In this case, a note had been sent on “‘ for 


collection.” It was not transferred. The court 
thus tersely dismisses the claim for protest fee; 


There was no necessity for protest, and the fee is 
not chargeable. “A promissory note not having been 
indorsed, there is no need of protest.” Tied. Com, 
Paper, § 321. 


Demand Notes in Texas. 


(Henry v. Roe, Texas Supreme Court, Feb. 16, 1892.) 

A note payable on demand is actionable at 
once; no demand is necessary before institution 
of suit; and the statute of limitations begins to 
run from date. Respecting interest, ‘‘ it may be 
that the law merchant declares that interest on 
such notes begins toaccrue from date of demand 
or the commencement of suit,” but the Texas 
statute (that ‘‘ written contracts ascertaining the 
sum due” shall bear interest at 8 per cent. 
‘* from the time when the sum is due”) is clear 
and unmistakable; it makes no distinction as to 
‘* written contracts ascertaining the sum paya- 
ble;” and under it, interest should be allowed 
from the date of the note. 


Restriction as to Negotiation by Accommodation Indorser. 


U. S. Nat. Bank v. Ewing, New York Court of Appeals, March 22, 1892. 


How often Mr, A., to oblige Mr. B., indorses 
the latter’s note to enable him to raise money 
from a particular person or bank, the under- 
standing being that if Mr. B, fails in his object, 
he will not negotiate the note elsewhere, so as 
to expose the accommodating Mr. A. to the 
rigid exaction of some strange and unknown 
creditor, in case Mr. B. cannot take care of his 
note at maturity. And how often Mr. B. fail- 
ing to raise the money as expected, and in eager- 
ness, if not desperation, to obtain the amount 
at all hazards, violates his verbal pledge to Mr. 
A., and does negotiate the note to some strange 


person or bank. Cases of this kind frequently 
get into the courts. If the purchaser is a BONA 
FIDE holder for value, before maturity, he holds 
Mr. A, Ifhe does not occupy this status, there 
is some question, 

The case of UNITED STATES NATIONAL BANK 
v. EwInG, is interesting on the latter phase of 
the question, being an action by the bank 
against an accommodation indorser, who claim- 
ed the note had been negotiated by the maker 
in a manner contrary to agreement. 

The note sued upon was made by one Madden 
and indorsed by Ewing for the accommodation 
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of the maker in Louisville, Ky., and by him 
was transferred to the United States National 
Bank in New York as added security upon a 
precedent debt. As the bank parted with noth- 
ing upOn receiving the note, it did not occupy 
the position of a BONA FIDE holder for value, and 
therefore held the note subject to the defense, 
if established, that made for one purpose, the 
note had been used for another, and that its 
diversion served to discharge the indorser. 

The indorser testified that he gave his name 
upon the express assurance of the maker that 
the note would be negotiated in Louisville, Ky., 
in answer to the indorser’s objection that he did 
not wish to put his name to paper which might 
be sued in New York. He added: ‘‘I finally 
made the indorsement on his assurance, and 
relying upon it, that the note would be ne- 
gotiated in Louisville, and that he would meet 
it at maturity.” There was no contradiction 
of this evidence, unless it wasin the silence of a 
written contemporaneous memorandum, which 
provided some security for the indorser. The 
trial court held that no legal diversion had been 
established and directed judgment for the bank. 
The general term, affirming this judgment, de- 
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clared, in substance, that the writing contained 
no restriction upon the use of the note, and the 
parol proof showed only a remark by the maker 
as to its intended use, which did not amount to 
a restriction; that if negotiated in Louisville, 
the indorser could and would have been sued 
in New York, and the place of discount was im- 
material. 

The court of appeals, however, reverse the 
judgment and grant a new trial. They say: 
**We held, in BENJAMIN v. RoGers, 126 N. Y. 
70, that the surety has the right to impose any 
limit he may choose upon his liability, and that 
he may always fix the precise terms upon which 
he is willing to become a surety, whether those 
terms be material or immaterial. The restric- 
tion here does not seem to be material, and yet 
it may have been so, in the mind of the indors- 
er, and for reasons sufficient to him. He swears 
that he lent his name upon condition that the 
note should be negotiated in Louisville. If his 
testimony, read in connection with the writing, 
left possible the inference that no restriction was 
intended, the inference was one of fact, and not 
of law and should have been left to the judg- 
ment of the jury.” 


Measure of Recovery by Bona-fide Holder. 


Denton Lumber Co. v. First Nat. Bank of Fon du Lac; Texas Supreme Court, February 23, 1892. 


Petri v. Same, 


February 16, 1892. 


The holder of an accepted negotiable draft, 
who has acquired the same in the usual course 
of trade, before maturity, in good faith, with- 
out notice of any vice or infirmity in the orig- 
inal transaction, and tor a valuable considera- 
tion, is entitled to recover from the acceptor the 
full amount thereof, interest, and the legal costs 
of protest, Although there is fraud in the orig- 
inal transaction, the purchaser in good faith, 
who has discounted the draft, is not restricted 
to the amount actually paid, less the discount. 
Says the court: 


The rule on this subject declared by the su- 
preme court of the United States is that a pur- 
chaser of a ‘‘negotiable security, before ma- 
turity, in cases where he is not personally 
charged with fraud, is entitled to recover its 


full amount against the maker, though he may 
have paid less than its par value, whatever may 
have been its original infirmity.” A different 
rule, it is said, would result in much confusion, 
if BONA FIDE purchasers in the market are re- 
stricted to their claims upon this class of nego- 
tiable securities to the amounts paid by them. 
CROMWELL v. County oF Sac, 96 U. S. 60; 
FOWLER v. STRICKLAND, 107 Mass. 554. This 
does not conflict with those cases where a note 
is taken and held as a protection against a spe- 
cified liability, and the recovery is allowed only 
to the extent of the liability, for the protection 
of which it was taken (GRANT v. KIDWELL, 30 
Mo. 458;) nor those cases where a note is depos- 
ited as collateral security for a certain sum, nor 
where the amount paid is so disproportionate 
that, taken in connection with the purchaser’s 
knowledge of the insolvency of the maker, he 
was held to be a MALA FIDE holder. (DE WITT v.. 
PERKINS, 22 Wis, 473). 
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DEPARTMENT OF QUERIES AND REPLIES. 


epais department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


t prompt and careful consideration thereof, without charge. The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Draft Payable on Arrival of Flour. 


THE NATIONAL BANK OF EL Paso, t 
Et Paso, ILL., May 9, 1892. 
DEAR S1r:—In our collections we recently had 
the following draft: 


$55.69. St. Paul, Minn., May 2, 1892. On arrival of 
the flour pay to the order of the Second National Bank, 
fifty-five and 69-10odollars. Value received and charge 
to account of JOHN JONES. 
A. B., El Paso, Ill, 


This draft was duly deposited in the St. Paul 
Bank and reached us May 5th through a Chicago 
bank, with orders to protest if not paid when 
due. The flour had not arrived and did not 
until May gth. Were we bound to protest on 
the day the draft came, or are we to be com- 
pelled to sit around the freight house watching 
for the flour, protesting when it came if not paid? 
The drawee was perfectly willing to pay and in 
fact did pay when the flour came, but he would 
mot pay before it did. No bill of lading was 
attached. Do we become liable by neglecting 
to protest May 5th. 


F. B Stitt, Cashier. 


The contract of the collecting bank 
is to use ‘“‘diligence” in making the 
collection. In no event (speaking of the 
draft as a negotiable instrument) would 
the bank be liable for failure to protest 
on May sth, when received, for by its 
terms, it was not payable or protestable 
until after that period. The draft, how- 
ever, was not a negotiable instrument. 
It was payable *‘ on arrival of the flour,” 
a contingency that might never happen; 
hence was not payable absolutely and at 
all events, a requisite to negotiable 
paper. ‘‘ Due diligence” to ascertain 


when the flour arrived, and when the 
money was demandable, we apprehend, 
would be answered by reasonably fre. 
quent inquiry at the freight house, or 
arrangement with the freight clerk for 
notification upon arrival. Constant at- 
tendance of a bank clerk could not, of 
course, be expected or required. If any 
extra labor or trouble was involved in 
the collection of this draft, by reason of 
its peculiar terms, it should be charged 
for. 

In case of refusal of payment, after 
arrival of the flour, what steps should 
be taken? 

If the draft was negotiable, the course 
would be simple. Protest, as instructed, 
and the customary notice. But we know 
that at common law, protest of a non- 
negotiable instrument is unnecessary 
and respecting the necessity of demand 
and notice to hold any indorsers, and 
the status, character of liability of, and 
the steps, if any, necessary to charge, 
indorsers of this class of paper, the de- 
cisions in the United States are varied 
and conficting. We shall not now at- 
tempt any analysis or lengthy examina- 
tion of the cases. The safest plan for 
the bank would be to proceed in exactly 
the same manner as if the instrument 
was negotiable. It has been instructed 
to protest; let it do so; and also send 
the same notices as it would if the paper 
was negotiable. 
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Penalty for Usury. 


New York. May I1, 1892. 
Editor Banking Law Fournat. 

DearR Six:—The African National Bank loans 
B $1,000 for two months, taking his note for 
same without interest, and giving as the present 
value $988; discount $12. B pays the note at 
maturity and sues bank for penalty for usury. 
How much can he recover? 

Please cite cases sustaining your decision, 
Do not quote statute, as I am already familiar 
with it. U want the answerin dollars and cents. 

SUBSCRIBER. 


The legal interest in New York state 
upon $1,000 for two months is $10. 
Usurious excess paid by borrower at the 
time he paid the note, $2. Penalty ac- 
tion held in New York (Hinterminster v. 
First Nat. Bank, 64 N. Y. 215; see1 
BANKING L. J. 23; 2 B. L. J. 320) to be 
limited to twice the amount of the excess 


over legal interest, and not twice the 
entire interest. The settled construction 
of the federal penalty provision else- 
where—in numerous state and federal 
decisions outside of New York state—is 
that the borrower is entitled to recover 
twice the entire interest, and is not 
limited to twice the excess. Publication 
and reference to these decisiois has 
been, from time to time, made in our 
pages. The national supreme court has 
not yet settled the question. Presum- 
ably, therefore, the New York courts 
will adhere to the doctrine originally 
announced, and limit the borrower’s re- 
covery to twice the excess. Measure of 
recovery would then be—Penalty $4; in- 
terest from time of payment by bor- 
rower; and costs. 


Fee for Check Protest in Minnesota. 


BANK OF KERKHOVEN, KERKHOVEN, 
MINN., May 12, 1892. 


Editor Banking Law Journal: 


DEAR SiR :—I enclose a statement of what the 
laws of Minnesota are in regard to fees for pro- 
testing : 


For drawing and copy of protest of the non-pay- 
ment of a promissory note, or bill of exchange, or of 
the non-acceptance of such bill, one dollar, in the cases 
where by law such protest is necessary. 

For drawing and a copy of every other protest, fifty 
cents. 

For drawing, copy and serving every notice of non- 
payment of note, or non-acceptance of a bill, fifty 
cents. [Sec. 5,224 Stat.] 


I would like to ask you—-What do they allow 
for drawing and copy of protest of the non-pay- 
ment of a CHECK ; is it one dollar, or only fifty 
cents ? 

ALLEN WEATHERBY, Cashier. 


It has been held where a statute pro- 
vides for the protest of inland bills and 
promissory notes, a check would be em- 
braced within the description of paper 
denominated inland bills of exchange, 
and might be protested in like manner. 
See for statement of cases, Daniel, Neg. 
Instr. § 1,600. Checks have not all the 
incidents of bills of exchange, but the 
same reasons for the protest of bills, 
apply to checks; hence for purposes of 
protest and notice, the courts regard 
checks as coming within the term bills 
of exchange in statutes authorizing their 
protest. 

The Minnesota statute in speaking of 
protests and their effect as evidence 
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(Sections 2,141-2,) enumerates only two 
generic classes ot instruments, ‘‘ bills of 
exchange” ard ‘‘ promissory notes ;” and 
likewise in the enumeration of fees above 
given, only mentions these two instru- 
ments. But thesame reason which leads 
the courts to regard a check as coming 
within the term ‘‘ bill of exchange” in 
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statutes authorizing protests, would 
apply, where fees for such protests were 
enumerated. Consequently the draw- 
ing and copy of protest of a check in 
Minnesota, would entitle the notary to 
charge a fee of one dollar; the check, 
for purposes of protest, being deemed a 
bill of exchange. 


Application of Collateral Security. 


Mass., May 20, 1892, 
Editor Banking Law Journal: 

Dear SiR :—Have there been any decisions 
in Massachusetts which would justify a bank, 
who held several notes of the same maker, in 
applying the proceeds of pledged security to the 
payment of those without indorsers, and looking 
to indorsers on the rest of the notes—the security 
not being sufficient to satisfy all and the maker 
being insolvent? Or, have the indorsers a right 
to require the bank to satisfy their notes first, 
in default of which they will be released ? 

An early answer in JOURNAL will oblige. 

A CASHIER, 


The case of Wilcox v. Fairhaven Bank, 
7 Allen, (Mass.) 279, has settled this 
question in favor of the bank; assuming, 
of course, that when the security was 


pledged there was no special stipulation | 


for its application to any particular note 
or notes. In that case the bank held 
certain notes of one Fish, who secured 
the bank by mortgage of personal prop- 
erty, the bond reciting: 


“To be held as security for the payment of said notes 
and drafts now held by the bank and on which said 
Fish is liable as above stated; and also as security tor 
the payment of all notes and drafts on which said Fish 
may become liable to said bank at any time withintwo 


years,” etc. An additional clause gave the bank 
authority to sell the property in case of default in the 
payment of any of the notes or drafts. 


This, it will be observed, was a general 
pledge. When the time for enforcement 
of the notes arrived, Fish, the maker, 
was insolvent, and the avails of the se- 
curity were insufficient to satisfy all the 
notes. The bank thereupon appropriated 
the proceeds of the property, to the pay- 
ment of the notes upon which Fish alone 
was liable, and to certain other notes 
upon which there were insolvent sureties, 
leaving the balance of the paper, con- 
taining solvent sureties, without any 
appropriation. These sureties then sued 
the bank and sought to compel it 
to apply the proceeds of the security 
pro rata upon the notes which they had 
signed. The court denies their suit, and 
upholds the right of the bank to apply 
the entire proceeds upon the paper, not 
otherwise collectible by reason of the in- 
solvency of the parties; and look to the 
solvent sureties for the full amount of 
their notes. 
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COLLECTION OF DOMESTIC EXCHANGE. 
gy gee contributions upon the existing situation of the branch of industry stated in 
the title with a view (1) to thorough exposition in all its details and (2) the practicability 
and furtherance of such progressive methods and measures as, from a clear view of the whole 


phenomena, are in the line of justice, equity and increased banking economy. 


Among the points 


upon which contributions are requested are—Aggregate amount of collections received, and pro- 
portion transmitted to reciprocal banks; Compensation of depository banks, and those at place of 
payment; practicability of establishing a bank in any large city to do an exclusive collection busi- 
ness; book entries; collection machinery—(direct vs. roundabout transmission; practicability of a 
national clearing house where majority of items would go to one central point, there to be offset 
against each other, with reasonable time for rejection after reaching local drawee; utility of exist- 


ing clearing houses for stated areas.) 


The Country Check an Illegitimate 
Medium of Exchange. 


The country check has come to stay ; it is, however, 
an illegitimate instrument, and the remedy rests with 
city bankers to restrict its currency. Safe and econ- 
omical machinery for its collection, a matter tor future 
invention. Responsible collection agencies under 
supervision of banks in principal centers probably 
most feasible method. But, will not the facilities of 
new machinery aggravate the evil? Bankers should 
transmit direct and make a fair charge. Attempted 
combination in Chicago to maintain charges, destroyed 
by competition. ; 


Union NATIONAL BANK OF CHICAGO, 
CHICAGO, May 23, 1892. 


Dear Sik :—I am in receipt of your favor of 

the 14th inst., enclosing proof copy of an article 
on domestic exchange, which I have carefully 
read. 
’ The task which you have undertaken is full 
of difficulties, and is within a field which has 
been the scene of many conflicts between bankers 
and clients, It may be assumed that the country 
check has come to stay; in fact, the increasing 
persistency of this medium of exchange may be 
seen daily. Admitting this proposition, how to 
provide machinery which shall be at once safe 
and economical in its operation, affords an oppor- 
tunity for the inventive minds in the banking 
business to do serviceable work for the com- 
munity. 

The subject is not new, and has occupied a 
great deal of the conscientious thought of many 
bankers, but up to this time no practicable gen- 
eral plan has been worked out which seems to 
meet with the acceptance of any community. If 
you succeed in formulating a method which can 
be generally applied, you will have produced 
what is at once a necessity and a benefit. Central 
collecting agents have been thought of, and 
many plans have been formulated, none of which 


seem to promise sufficiently fruitful results to 
attract capital. If our geographical conditions 
were as they are in Great Britain, it might be 
possible that a national collection bank in New 
York would be the machine with which to oper- 
ate or handle this business, but there are so 
many practical objections to this method, that 
it does not seem possible to create an organiza- 
tion of this kind. Responsible collection agencies, 
under the supervision and care of the banks in 
the principal centers would appear to be more 
feasible than that of a single agency in New 
York, or any other city in the country. 

No combination among the bankers in this 
locality has been maintained for any length of 
time. Upon several occasions the Clearing 
House Association has attempted to regulate 
collection charges’ on items payable at other 
points, but it has been found that the com- 
petition in business, and the inroads made by 
bankers who were not connected with the Clear- 
ing House, has operated to destroy the nominal 
combination. 

It is an open question, even admitting that the 
country check is to continue to be used as a 
medium of exchange, how far the practice should 
be encouraged by the city bankers: and if by 
providing new machinery for handling such 
checks the evil results which now flow from their 
use will not be aggravated and increased? My 
own opinion is that it is an illegitimate instru- 
ment of exchange, and instead of making it 
possible to extend its use, that every obstacle 
should be put in its way. Itis a short-sighted 
policy on the part of the city bankers to encour- 
age the use of country checks by collecting them 
at nominal rates, or for nothing, assuming the 
burden which properly belongs elsewhere, and 
building up a practice which, sooner or later, is 
certain to come back to worry them. 
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The practice of roundabout transmission 
through reciprocal banks is extremely pernicious 
and should be avoided as much as possible. The 
faults of this system are too patent to need en- 
larging upon. The only properand safe method, 
even although it is acumbersome one, is, in my 
judgment, to transmit directly to the points of 
payment, and give as limited acurrency as pos- 
sible to these illegitimate offsprings, and to give 
and charge a fair and reasonable sum for the 
labor, expense and risk in transacting the 
business. If every metropolitan bank applies 
this rule in transactions of this kind, there would 
be less complaint and less cause for complaint. 
That which is now a burden would become at 
least self-supporting, if not profitable. 

Very truly yours, 
J. J. P. ODELL, 


Existing Conditions Cannot be 
Bettered. - 


Collections unremunerative ; cause, keen competi- 
tion. Combination among banks to obtain fair com- 
pensation, impracticable. A national clearing house 
impossible. A collecting bank agent in New York 
would not pay. 


THE NATIONAL TRADESMENS’ BANK, 
New Haven, Conn., May 16, 1892. 


Lditor Banking Law Journal: 


DEAR S1R:—Collection of checks, drafts and 
notes has long been discussed, and in my opin- 
ion will be discussed from time to time for many 
years to come, the result being that each bank 
will continue to go its own way, managing the 
best it may, but on the whole caring for its own 
welfare fairly well. It seems to me largely a 
question for each bank to consider for itself. 

Asa rule it may be said that banks are not 
adequately remunerated for this work, and I 
doubt if they ever will be. It is an era of keen 
competition and the doing of a great deal of 
work for a small compensation, so far as banks 
are concerned. I doubt if it is practicable for 
banks of any place (where there are a number 
of banks) to combine and adopt a fixed rate of 
exchange for such collections. Any attempt at 
regulating the matter, if not by a fixed and ar- 
bitrary rule, would prove a failure at the start, 
A bank cannot adopt the same rule for all of its 
depositors, and any arrangement entered into 
by the banks of a place, if at all flexible, atonce 
opens the door for a bank to give a liberal in- 
terpretation to the arrangement at the expense of 
the other banks. 
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Many accounts will have an average daily 
balance which will make it a very desirable one 
though everything deposited is accepted at 
par. Others will entail loss unless a charge is 
made for collection. Both classes cannot be 
treated alike, but any arrangement between 
banks that leaves anything to the discretion of 
a bank will at once be abused, intentionally or 
otherwise. Therefore I believe a combination 
of the banks of any place where there are a 
number of banks is not practicable, 

‘*A national clearing house, where all items 
would first go to one central point,” in my opin- 
ion is absolutely impossible. Banks in the 
larger places now have exchange accounts that 
are mutually advantageous and satisfactory, 
and would not be willing to disturb existing 
arrangements, nor could they afford to do so. 

A collecting bank in New York that should 
attempt to take distant collections and pay for 
them would be swamped by the first day’s trans- 
actions unless it had a capital equal to that of 
the Bank of England. Ifitdoes not pay for them 
at the time of delivery the collecting bank 
cannot show any reason for existing atall, If 
it pays at once, there must be acharge for doing 
so. This charge would not be much less than 
now charged by banks in remitting at sight, 
the main advantage being the saving of a little 
time on the part of each bank. A collecting 
bank with a capital great enough to take and 
pay for items On delivery could not be made to 
pay. Heartily yours, 

Geo. A, BUTLER. 


What Cannot be Cured Must be En- 
dured. , 


Next to impossible to effect radical change in exist- 
ing situation. Every business has its staple commod- 
ity, which must be handled without profit. Collec- 
tions and exchange are the bankers’ staple. Location 
of bank has special bearing upon collections; in cer- 
tain locations non-compensatory collections neverthe- 
less furnish collateral advantages. 


THE EXCHANGE NATIONAL BANK, 
Et Dorapo, Kans., May 18th, 1892. 


Editor Banking Law Journai: 


Dear S1k:—I have your letter of the 14th inst. 
with the printed slips of your article on “ Col- 


lection of Domestic Exchange,” which is to ap- 
pearin the JouRNAL this month, I have very 
carefully read your clear presentation of this 
subject, which you say has of late become a 
leading topic of discussion at bankers’ conven- 
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tions, in their general conversation, and in 
many class publications. I have myself read 
many communications to the different maga- 
zines and financial papers I receive, full of com- 
plaint against present modes and methods of 
collections. For myself, I have long philosophi- 
cally accepted the situation as it is, because I 
believe it is now so firmly settled and established 
that it is mext to impossible to hope for any 
radical change, and beyond this I find the gen- 
eral average of this collection matter not suffi- 
ciently upon the adverse side in the whole round 
of our business to warrant grumbling or com- 
plaint on my part, 

The situation of one’s location has special 
bearing upon collections. Herein Southwestern 
Kansas, in a county noted as the cattle, hog and 
sheep county of Kansas, and dealing as this 
bank does largely with stock men, our receipts 
for deposit and in payment of indebtedness are 
mostly in exchange, credited to our accounts 
from sales at stock yards in Kansas City and 
Wichita;hence shipping of currency is a matter of 
consequence and special expense. Now the items 
of collection sent to us, (and being the only na- 
tional bank in the county, they are numerous) 
many of which are on people keeping accounts 
with the state and private banks, give us a cur- 
rency settlement which we nearly always need 
and thus save us a great part of our express 
charges. 

There is a staple element in all lines of busi- 
ness which never nets the handler an item of 
profit. Take sugar to the grocer, and printed 
calicos to the dry goods man and nails to the 
hardware merchant,—competitive cutting in 
these great staples is made the leader with the 
wholesaler, as well as the retailer, This long- 
used custom has now become almost a law of 
trade, and the house that endeavors to make 
what might be considered only legitimate profits 
in these great staples would soon be badly left 
in the present struggle for business. The sta- 
ples in the banking business that are handled 
without profit, are collections and exchange, 
and competition alone is responsible for this. 
Within the past few years the custom of giving 
the regular customers of a bank all the exchange 
they use in their business, free, has spread so 
generally that it is hard to find to-day any 
hamlet in this country where a bank exists 
that does not follow it. The country bank 
having adopted this plan, expects its city corres- 
pondent to furnish it all the exchange in the 
leading monetary centres it may need without 
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charge, and so this has gone on until common 
consent has made it the “ taken-for-granted” 
rule. 

We can now deplore the extent to which what 
we call the evils of these customers have grown, 
but I for one am convinced that no union of 
action could ever be secured that would abso- 
lutely remedy the fault.. These things have 
come to stay and will not down, because they 
are the now established staples of the banking 
business which will be used for all they are 
worth by every active banking institution that 
is reaching out for enlarged business. Ifin the 
nature of things it were possible to get all the 
banks of the country, even under bond, to 
change this present mode of business procedure, 
have any of us confidence enough in human 
nature of the nineteenth century product, to 
believe such agreement would be lived up to? 
Alas for the frailty of mankind, and the preva- 
lence of universal covetousness, I fear not. 
It would be avoided by private means and 
agreement much in the same way as the per 
cent.of interest on deposits which city banks pay 
their customers is now gotten around through 
clearing house rules and stipulations. There is 
a deplorable degeneracy rampant and growing 
in modes now used by some of the newer and 
extra progressive banks which have started in 
on the high pressure policy of buying business 
from the older and well-established and con- 
servative banks by bidding up privately the 
rates in daily balances, deducting no stated 
amount, but paying on everything to credit. 

This must be endured fora time, but in the 
long run it will not succeed, for new business 
obtained by such methods and by soliciting 
business upon offers of extra privileges to cus- 
tomers that experience has proven non-profita- 
ble in carrying out, will result in disappoint- 
ment to the one that changes his bank account 
upon such baits when the distribution of other 
and more important and needed business favors 
comes on. Jumping away from good care into 
the realms of uncertainty is poor policy for 
any customer of a well established bank, and 
the schemes that are now resorted to for the 
capture of the unwary and unsophisticated can 
only truthfully be characterized as confidence 
games. 

It will not do for me to further follow up this 
subject as I will only unearth more causes of 
complaint and I am not able to suggest any 
remedy. There is in fact much to find fault 
with in present modes and practices in the 
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banking business, but after all, it compares 
very favorably with any other iine of commer- 
cial pursuit and has surely no greater propor- 
tion of drawbacks than have the others. Let us 
stop complaining about what looks impossible to 
thoroughly remedy in some of the minor details 
of our business, and taking the thick with the 
thin and matters established as we now find 
them, give our close attention to the weightier 
matters ot our affairs, watch carefully the items 
of our expense accounts, stop worrying over 
the amount of unremunerative business we 
have daily todo, examine cautiously the securi- 
ties that are behind our loans and discounts, 
and I believe as fair a percentage of profit will 
result from capital employed in the banking 
business thus looked after, as from the same 
amount used in any other line. 
Respectfully yours, 
H. H. GARDNER. 


Dummy Drafts an Annoying Feature. 


First NATIONAL BANK OF CARBONDALE, 
Pa., May 20, 1892. 


Editor Banking Law Journal: 


Dear Sirk :—Yours of 14th instant, inclosing 
copy of an article on Domestic Exchanges, is 
received and read. 

You ask for statement of the views of bankers 
in reference to the matter. 


For myself, 1 have nothing to say worthy of 


publication. The matter is one of importance, 
and growing more so with the increase and ex- 
tension of business throughout the country. 
These domestic exchanges are attended with 
considerable labor, but some banks in the 
country and city also, are so anxious for busi- 
ness that they make collections for a very small 
compensation, The most annoying thing per- 
haps attending this matter is, we are constantly 
receiving collections, large and small, from 
business firms and banks also, that are not 
honored, and we are subjected to the trouble and 
sometimes expense in our endeavor to collect 
without any compensation, and in addition to pay 


return postage, Stamps nor thanks, we get none. 


Very rarely do we receive any stamps at all, 
even when politely asked for. This is one of 
the frictions attending, or incidental to, the col- 
lection business, and unless we absolutely refuse 
to take any notice of such collections, I know of 
no way to avoid it. What will come of the pro- 
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ject of establishing a large collection bank in 
New York remains to be seen, It is a question 
for the city banks. 
Yours truly, 
James Stott, Cashier. 


In response to the invitation contained 
in the outline sketch of this subject, 
published in the last JourNAL, and to 
further personal invitation, we acknowl- 
edge, with sincere thanks, the receipt of 
a number of contributions from bankers, 
a portion of which are given above; the 
remainder held over for the next issue. 
In addition to those in hand, we have 
the promise of a number of other bankers, 
to formulate and submit their views for 
publication in the near future. It is our 
desire to obtain as extended an expres- 
sion of views as possible, upon this sub- 
ject which has so many and various 
phases, so many lights and shades; and 
to that end, every interested reader is 
invited to contribute. We would like 
to extend the series of contributions 
through several issues, as the educa- 
tional advantages derived from the con- 
clusions of practical bankers in various 
sections, and from a comparison of their 
views, are obvious. 

That the evil exists is conceded by all. 
What is to be the remedy, if any remedy 
is practicable, is not so clear. Most of 
the writers whose views are given above 
take a pessimistic view of the situation. 
The evil isregarded as remediless. Even 
should we concede this, and go no 
further, still a picture of the monster in 
all his ugliness, would have a beneficial 
effect in exciting a more determined de- 
sire to be rid of him. But all bankers 
do not so regard it; and it may be that 
better things are in store for the bank- 
ing community in this respect. 

Reviewing the published sketches, we 
note several points of interest which are 
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brought out. Mr. Gardner, our Kansas 
contributor, shows how, notwithstanding 
the lack of direct remuneration for col- 
fection items, his bank, from its par- 
ticular location, derives an advantage 
therefrom in a saving of express charges 
for currency which it would otherwise 
have to ship. He also points to the fact 
that all lines of business have a staple 
commodity from which they derive no 
profit—the grocer, sugar, the dry-goods 
man, calico; the hardware merchant, 
nails—which competition compels them 
to carry free, in order to retain their 
trade. Collections and Exchange, he 
points out, as the corresponding staple 
with the banker. This illustration, we 
may add, is strikingly exemplified in 
New York City, where many of the large 
retail dress goods houses have a ‘“‘bar- 
gain day” and advertise and sell a cer- 
tain article actually below cost in order 
to attract a rush of customers, from 
whose purchases of other goods, they ob- 
tain recompense. The druggist, further- 
more, exemplifies this truth in the sale 
of postage stamps at cost. 

From Chicago, we learn that a com- 
bination of clearing house banks to 
establish and maintain a schedule of 
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charges, Several times attempted, fell 
through from the fact of competition, 
and the failure of non-clearing house 
banks, to enter the arrangement, Mr. 
Butler, of New Haven, gives some very 
good reasons why such a combination 
could not be made effectual. Yet, if we 
mistake not, such a schedule is main- 
tained in some places. Is not this the 
case in Buffalo? 

Mr. Stott, of New Jersey, draws at- 
tention to the dummy draft, and the 
annoyance to the bank at the place on 
which drawn therefrom. We may divide 
distant debtors into two classes; those 
willing and those unwilling to pay. Of 
the willing, there are those who do the 
right thing—buy exchange on the place 
of the creditor—and those (the more 
numerous class) who do what the bankers 
complain about, send local country 
checks, or pay when drawn upon. The 
dunning draft, however, presents that 
phase of the case where the debtor is 
unwilling to pay in any event. It is the 
next step to the letter of the attorney 
demanding payment, or presenting the 
alternative of suit. With respect to this 
draft, the expense, clearly, should be 
chargeable upon the sender. 
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THE PROFITLESS NATIONAL BANK CIRCULATION. 


(Reproduced from the WV. Y. 7ribune.) 


GREAT number of people still being 
é under the impression that the na- 
tional banks have a bonanza in the cir- 
culation of bank notes, which is forced 
‘upon them by the government, allow me 
to submit to your readers a three years’ 
statement showing the effect of the cir- 
culation on the banks’ pocketbook, so to 
speak. As director of a national bank I 
had access to the books, and thus can 
vouch for the correctness of the figures. 
Our bank started in business during the 
month of May, 1888, with a capital of 
$100,000. and, knowing that no profit 
was to be derived from the circulation, 
we decided upon the minimum amount 
prescribed by law, viz., $25,000, 25 per 
cent. of our capital. Though under the 
present system go per cent. of the capital 
may be thus invested, there is hardly a 
national bank in the United States that 
takes advantage of this provision. Now, 
in order to secure the government for 
the amount. of our circulation, we de- 
posited $25,000 in United States bonds 
with the United States Treasurer, which, 
with the additional premium at that 
time (27 per cent.) necessitated an in- 
vestment of $31,750. Forty days after 
depositing the bonds we received go per 
cent. of the amount ($22,500) in new 
crisp $5 banknotes. Our joy over this 
fine lot of bills became somewhat sub- 
dued when reading the request of the 
United States Treasurer immediately to 
return to him 5 per cent. of the amount 
($1,125), to be used in the redemption 
of our notes when presented at head- 
quarters. We were also notified to re- 


mit $50 for the plate from which our 
bills had been printed—and it was 
gently hinted that 1 per cent. of the 
total amount of our circulation would 
be expected of us regularly every year 
as a government tax. 

Thus with $21,375 in hand we started 
out to reap the great benefits which, 
according to Simpson and Peffer, were 
in store for us. Our first year’s state- 
ment, figured on the basis of 6 per cent. 
(our regular rate of interest) showed the 
following result: 

LOSS SUSTAINED THROUGH OUR CIRCULA- 


TION.. 


Interest on the amount invested in U S. bonds 
deposited with U.S Treasurer—$31,750—1 
year, 6 per cent 

Government tax, 1 per cent 

Drop = coger on bonds from 27 to 26—1 per 


$2,430 00 
GAINED IN CONSEQUENCE OF CIRCULATION. 


Interest on U.S. bonds deposited at 
Washington—$25,200—¥4 per cent.. 
Interest received on temain’ v4 amount 
of circulation —$21,375—10 months, 

20 days—6 per cent 


- $1,000 00 


1,140 00--2,140 0O 


Net loss during fiscal year $2 gO Oo 
(Forty days elapsed between sending our bonds and 
receiving our circulation.) 


SEGOND YEAR. 


Loss— 
Interest on the amount remaining invested in 
S. bonds, $31,500—6 per cent 
Government tax,1 per cent 
Drop of premium on bonds, from 26 to 22—4 


Gain— 
Interest on U. S. bonds deposited at 
Washington, $25,00co—4 per cent.,$1,000 00 
Interest made on our circulation, 
$21,375—1 year, 6 per cent 


Net loss during second year. 
THIRD YEAR. 
Loss— 


Interest on the amount remaining invested in 
U. S. bonds, $30,500—6 per cent 

Government tax, 1 per cent 

Drop of premium on bonds from 22 to 20o—2 
per cent 


$1,830 00 
225 00 


$2,555 00 
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Gain— : 
Interest on U. S. bonds deposited at 
Washington, $25,000—4 per cent. $1,000 00 
Interest made on our circulation— 
$21,375—1 year, 6 per cent 


Net loss during third year 


Thus our bank lost within three years 
the sum of $1,395 through the circula- 
tion which the government forced us to 
take. Instead of being a source of in- 
come to the banks, as is believed by many, 
they suffer a pecuniary loss through 
it. Many petitions have been sent to 
congress from banks and bankers’ asso- 
ciations for a change in the present 
system, but all their pleadings have been 
in vain. 
troller, in his report of 1890, states that, 
on account of the high market value of 
United States bonds, the banks sus- 


tained a severe loss from the circulation 
they were obliged to take under the pres- 
ent law, and recommends that the sys- 
tem be so changed as to require only a 
circulation of $1,000 and a deposit of 


United States bonds to this amount. 
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The United States bank comp-.- 
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But to the great sorrow of the banks, 
congress failed to act in the matter. 

The best proof of the unprofitableness 
of the circulation to the banks lies in the 
fact that the entire circulation of national 
bank notes within the short space of 
five years, dropped from $276,304, 189 
to $124,958,736, a decrease of $150,000, - 
ooo, while during the same period there 
was an increase of 839 in the number of 
national banks. In no case is the pro- 
verb ‘‘Not all that glitters is gold” 
more applicable than in the present 
one; but in spite of it, in spite of 
all the proofs to the contrary, the dema- 
gogues continue to speak of the banks 
as a Class especially favored by the gov- 
ernment. May these lines add to abet 
ter understanding of the matter, and 
may the farmers, who repeatedly based 
their claims for a loan from the govern- 
ment on the circulation given to banks, 
begin to see their mistake. 

Gustav KusTERMANN. 
Green Bay, Wis., May 14, 1892. 
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PERIODICAL LITERATURE OF INTEREST TO BANKERS. 


THE NEW YORK CLEARING HOUSE, by 
William A. Camp, ex-Manager. ‘‘ North Am- 
erican Review,” June. 50 cents, 2,200 words. 


Mr. Camp briefly reviews the history and 
workings of the Clearing House, It was estab- 
lished in 1853, and has been ever since the source 
of immense good, both to the banks and to the 
public. Through its instrumentality, panics 
have been averted, banks saved from failure or 
liquidation, and unsound banking without dis- 
‘covery, rendered difficult. Within a very few 
years after its establishment, at the outset of the 
war, its existence enabled the bankers of New 
York City to render a signal service to the 
government by loaning to the treasury depart- 
ment the sum of $150,000,000. 


THE FALL OF SILVER AND ITS CAUSES, 
by Edward O, Leech, Director of the Mint, 
**Forum,”’ June. socents. 4,000 words. 


From the date of the first authentic records 
until 1873, a period of nearly two centuries, the 
commercial value of gold to silver was practically 
maintained at the ratio of r to 15, The reason 
for this was that France, and later, the states of 
the Latin Union, maintained a bi-metalic mone- 
tary system. After the Franco-Prussian War, 
Germany, followed by many of the other Euro- 
pean nations demonetized silver, thus reducing 
the demand forit. At the same time the pro- 
duction was enormously increased. The natural 
consequence of these two factors operating to- 
gether was that the silver fell in value. 

The most disastrous results of this downward 
movement have been the violent fluctuation in 
rates of exchange, and the tendency to set gold 
up alone as the standard of value. The only 
remedy for these and the other evils attendant 
on the fall of silver, says Mr, Leech, is the hold- 
ing of an international monetary conference, to 
bring about bi-metalism, ‘‘ which 1s not only 
eminently practical, but the only solution of the 
silver question.” 


THE NATIONAL FINANCES, by Matthew 
Marshall, New York ‘‘Sun,” May 9. 1,600 words, 


The methods pursned by the government in 
reducing the surplus in the treasury, says Mr. 
Marshall, have been rather over-efficient. During 


the past ten months the expenditures have ex- 
ceeded the total receipts by about $4,500,000. 
The expenses have been kept down, and will be 
still greater reduced in the future if this con- 
dition of things remains. Government claims 
have been and will be staved off, pension and 
other appropriations disregarded, and the re- 
quirements of the Sinking Fund not complied 
with. The best remedy for this condition is the 
increase of the revenue from customs and in- 
ternal revenue. But how-to best accomplish 
this is a question which will present to our 


. Statesmen many difficulties. 


The writer thinks that the government and 
banks may have tosuspend gold payments in 
the not far distant future. In this, however, he 
sees no disastrous results. 


STATE BANK CURRENCY. The Atlanta 
‘* Constitution,” May 22. 800 words. 


The eastern and metropolitan newspapers 
which oppose state bank issues, says the ‘‘ Con- 
stitution,” do not look outside of their own 
localities. Because there may be plenty of 
money in the banks of New York City, it does 
not follow that the same is the case elsewhere. 
If this money could be circulated throughout 
the country the difficulty would be obviated. 
The fact that it cannot circulate is one of the 
great defects in the present banking system. 
Money congests in the centers of speculation, 
capitalists perferring to hold it for speculative 
purposes, rather than loan it, and thus stimulate 
industry and commerce. 

The ‘*‘ Constitution” thinks that state bank 
issues would solve some knotty financial prob- 
lems and possess merits which would commend 
the system to those interested in the prosperity 
of the country. 


A SILVER SENATOR REVIEWED, by Murat 
Halstead, ‘‘ North American Review,” June. 
50 cents, 2,300 words. . 


Writing with regard to the article which ap- 
peared in the May number of the ‘‘ North Am- 
erican Review” by Senator Stewart of Nevada, 
Mr. Halstead takes the Senator to task for his 
commendation of the silver policy which France 
has pursued and his general denunciation of the 
other leading commercial nations for refusing 





THE BANKING LAW JOURNAL. 


to receive silver coin as money of ultimate pay- 
ment. Concluding, Mr. Halstead says that we 
should have free coinage, but the ratio between 
gold and silver should be changed; to1 to 18, 
for example. The bullion in the treasury should 
not be coined into money, but sent to Europe to 
sell, sothat in exchange for silver, we might 
obtain possession of gold. Until the European 
nations are convinced that they can no longer 
exchange European silver for American gold, 
an international monetary agreement will be 
impossible. Such an agreement would of course 
be the best method of remedying the existing 
evils, but if the other nations do not come to 
terms we should fix a ratio for ourselves and 
have free coinage. 


BOOK REVIEW. 


THE PosITIVE THEORY OF CAPITAL, by Eu- 
gen V. Bohm-Bawerk, translated by William 
Smart, M. A.. Macmillan & Co., New York. 

In a book written by Dr. Bohm-Bawerk some 
years ago he showed to the satisfaction of many 
of his readers, that all existing theories of in- 
terest were false. At that time he made a 
promise to set forth at a future day a theory 
which would invent nothing and assume noth- 
ing, (the fault of the others) which, in short, 
would be the true one. ‘‘ The Positive Theory 
of Capital” which has just been translated into 
English by William Smart, M. A., is a fulfil- 
ment of that promise. 

The subject of interest, therefore, is the basis 
of the work, but so careful has the author been 
to cover the whole ground that the result of his 
labors is a treatise of an elaborateness that rather 
obscures what is in reality a very simple idea. 

Before a correct idea of interest can be ob- 
tained, it is necessary in the first place to form 
a true conception of capital. 

Capital, according to Dr. Bohm-Bawerk, is the 
sum total of products destined for the acquisi- 
tion of goods. It has two phases; capital-which 
increases the wealth of the individual by bring- 
ing about an accumulation of goods in the hands 
of one man, and capital which may indeed in- 
‘crease the wealth of the individual, but prim- 
arily adds to the wealth of society at large, by 
bringing an increased quantity of products into 
the world. Capital in the first sense the author 
calls private capital, and in the second, social or 
productive capital. The latter may repay a 
little examination. 
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Man in his original state found himself a 
being of infinite wants, confronted with a uni- 
verse full of the means to satisfy those wants, 
but with only his hands and brain as tools for 
obtaining them. The most direct and natural 
way was to draw theriches of nature from her 
by means of his hands alone. But possessing 
a brain to foresee, desire and rearrange, he did 
not content himself with the primitive direct 
method, but utilized certain products not needed 
for consumption and the forces of nature them- 
selves to aid him in the production of what was 
necessary and desirable for his consumption, 
first in a small way, as in the rude spade and 
bow-and-arrow, but gradually increasing the 
complexity of this artificial means of production 
until we have the intricate machinery. the 
countless tools of production of the present day. 
These things constitute productive capital. 

This definition, it will be observed, exciudes 
labor and land. That these present close anal- 
ogies with productive capital the author admits. 
But being in reality distinctive elements—labor 
being the motive power and land the source, 
while productive capital is the result of motive 
power working on the source—it is necessary 
for the sake of clearness and definiteness in the 
definition to exclude them. What may be included 
are machinery and tools of production, produc- 
tive buildings, as for instance factories, shops, 
streets, railways, etc., excluding, however, 
dwelling houses and buildings used for educa- 
tion and enjoyment; beasts of burden employed 
in production; productive improvements, dispo- 
sitions of land such as dams, drains, fences 
and so on, so faras these do not become incor- 
porated in the land, and raw materials. The 
author also includes money, as being, indirectly, 
at least, a means of production. 

Private capital, or that which increases the 
wealth of the individual, embraces social capi- 
tal and goods ready for consumption, which the 
owner does not consume himself but employs 
by exchange in the acquisition of other goods. 

The process of production by means of social 
capital while it increases the quantity and in 
most cases the quality of the products, involves 
a sacrifice of time; for example a savage might 
kill a sheep, skin it, and wrap himself in the 
skin, thus having provided himself with a prim- 
itive garment, all in a day, whereas to make the 
machinery and to put the wool through the va- 
rious processes necessary to turn out the coat of 
a civilized man, would take a month, or perhaps 
a year. It should be remembered, however, 
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that this roundabout method increases in an 
enormous degree the quantity of the production. 
A universal tendency of men is to place a 
higher value on goods ready for immediate con- 
sumption than on those available only for future 
use. The author attributes this to three causes; 
First, the great difference between the pres- 
sure of present wants and the mere anticipation 
of future wants. Anticipation is minimized by 
hope, particularly of beginners of all kinds, who 
have reason to expect something of the future, 
and in the case of persons confronted with im- 
mediate distress, the future sinks into compara- 
tive insignificance. These people are willing to 
pledge the future for a really inadequate sum. 
Second, is the undervaluation of the future aris- 
ing from the feeling of the uncertainty of life, 
defect of imagination in failing to picture viv- 
idly future wants, and defect of will in yielding 
to the disinclination to provide for them at the 
expense of presentenjoyment. The third cause 
is the promise and potency of present goods 
multiplying greatly in the process of production 
with the extension of time. In the productivity 
theory, which has been upheld by many econo- 
mists, thisinherent power of present goods of 
multiplicity in the future (the third cause 
stated) has been used as the whole explanation 
of interest. According to Dr. Bohm-Bawerk. 
however, the three causes above mentioned, 
and not the third alone, is the true explanation 
of the universal tendency to place a higher value 
on goods ready for immediate use, than on 
those which can only be used in the future. 
The capitalist buys material for the construc- 
tion of machinery, and raw material for the 
manufacture of goods. These being future 
goods, undergo the discount in value as such. 
In the course of time they are transformed into 
present goods. The increased value which they 
then possess is not exactly measured by the 
value of the goods consumed in the manufac- 
ture and the wages of labor, including the 
wage for the intellectual labor of the capitalist, 
or in other words, his profit. There is a surplus 
which is recognized to be due the capitalist 
beyond a reasonable profit. This is interest, 
the sum representing the enhanced appreciation 
on the part of people in general of present goods 
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in comparison with future goods. 

To discuss the explanations and elaborations 
of this treatise would involve more time and 
space than is atourcommand. We can dono 
more than to recommend the book to those of 
our readers who have the inclina tion to consider 
the abstract propositions of political economy 
as being one of the latestand most thorough ex- 
positions on the subject, forcibly presented. 


BOOK NOTES. 


BUSINESS LAW, by Alonzo R. Weed, of the 
Boston Bar. Revised Edition. Price $1.10. 
D. C. Heath & Co.. publishers, 

This compact little volume has already been 
favorably received, and as to the revised edition 
at hand, we can add only words of commenda- 
tion. The author’s purpose has been to present 
only the more common and important points of 
law arising in business transactions, and he has 
therefore omitted details and avoided lengthy 
discussions, making the book terse, clear and 
readable. It has, we think, much practical value 
to business men and students intending to 
enter a business life. 

Among the topics discussed are : Contracts, 
principal and agent, partnership, sales of per- 
sonal property, bailments and common carriers, 
negotiable paper, deeds, mortgages and leases, 
collection laws, etc. 


UNITED STATES NOTES, by the late John 
Jay Knox. Third edition. Revised. $1.50. 
Charles Scribner's Sons, Publishers, New York. 

This history of the paper money issues of the 
government, from the pen of the former Comp- 
troller of the Currency has already been com- 
mented on so widely and favorably that further 
commendatory words are superfluous. To the 
present handsomely and durably bound edition 
has been added an appendix containing the de- 
cision of the Supreme Court of the United States 
and the dissenting opinion on the legal tender 
question. 

To those of our readers who have not already 
read this work of Mr. Knox, we heartily com- 
mend it. 
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CURRENT NEWS AND TOPICS. 


THE third annual convention of the Tennessee 
Bankers’ Association will be held at Chattanooga 
Tenn. June 8 and 9, 1892. 


Pa 
THE sixth annual meeting of the lowa Bank- 


ers Association will be held at Davenport June 
14 and 15, 1892, in the Masonic Temple. 
: Pra 
THE third annual convention of the Alabama 
Bankers’ Association will be held in Montgom- 
ery, Ala., on Tuesday and Wednesday, June 14 
and 15, 1892. 
*s 
AN official connected with the office of the 
comptroller of the currency states that the de- 
positors of the Maverick National Bank of Bos- 
ton will ultimately be paid 100 cents on the 


dollar with interest. There have been no dis- 
coveries of false entries on the books, 


* 
* * 


THE Executive Committee of the Colorado 
Silver League recently addressed individual 
letters to the eleven members of the Peoples’ 
party in congress and from seven of them, (the 
other four being absent) received answers in- 
dorsing free coinage. They do not considerita 
full solution of the money question, but an im- 
portant step-in the right direction. 

* 
° sé 

We announce, with regret, the death of Mr. 
Edward Skillin, cashier of the Central National 
Bank, New York, on May tg. Mr. Skillin was 
recognized as one of the most efficient and expert 
cashiers in the state, and we believe was, at the 
time of his death, the oldest cashier in New York 
city. As receiving teller, he received the first 
money that was ever deposited in the Central 
National Bank at the time of its organization. 


*"% 
ORGANIZATION OF SAVINGS BANKS.—Fifty-two 
savings banks of the state were represented by 
their presidents or vice-presidents at a meeting 
in thé rooms of the Chamber of Commerce on 


May 26. Its purpose was to forma state organ- 
jzation, and the plan met with great favor. A 


standing committee of twenty-six was appointed 
to look after the interests of the association. 
State Banking Superintendent Preston was 
present. The next meeting of the association 
will be held in May, 1893. 
A resolution was adopted favoring a law to 
permit a wider field for investments. 


CORRESPONDENCE. 


SECRETARY'S OFFICE, 
Los ANGELES, May 17th, 1892. 


Editors Banking Law Journal: 

GENTLEMEN:—I beg to advise you that our 
executive council has set for our second an- 
nual convention, Monday and Tuesday, Sep- 
tember sth and 6th, 1892, in order to harmonize 
our meeting with the convention of the Ameri- 
can Bankers’ Association to be held in San 
Francisco, September 7th and 8th. Our Fresno 
friends (whose city was our choice) have con- 
sented to holding our convention also in San 
Francisco, which has accordingly been done. 
This movement will be a great advantage to 
visiting delegates, as it will permit them to 
enjoy both conventions and will materially in- 
crease the attendance and interest of both. It 
will afford me pleasure later on to give you 
further data regarding our state convention, 
and, in accordance with a suggestion which I 
took the liberty of presenting to you last fall, to 
meet you or your representative at our Septem- 
ber meeting. In the meantime I remain 

Yours very truly, 
Geo. H. Srewart, Secretary. 


A Farmer on the Iniquity of Bankers. 


HAzELton, Kans., May 12, 1892. 
Editor Banking Law Journal: 


Sir:—Inclosed is one dollar, which I think 
will pay up to the first of next month, and I 
guess I can’t afford to take it any longer, and 
think you had better stop it then. 

I am a farmer and have been reading the 
JourRNAL for over a year. I have gainedagreat 
deal of information that is very valuable, and 
would be pleased to say to the bankers, if you 
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will permit, that while they have had their own 
way in dictating the financial policy of the gov- 
ernment ever since 1862, they will soon come to 
grief. You bankers have had all the legislation 
in your interest and against the labor and pro- 
ducing classes, till we are all robbed; our coun- 
try is burdened with bonds and our homes with 
mortgages and combines that have robbed us. 
You won't even permit us to have silver. Your 
cup is full; the Lord’s anointed is at the door; 
He is ‘‘making up the mighty men.” ‘Ye 
have laid up your treasure in the last days,” 
(James v. 1-6, R. V.) If there is any that de- 
sire to repent, they should be about it at once, 
for the time is short, They must remember 
that usury takers are not saved. For further 
information see Deut. xxv. 36-37; Deut. xxiii, 9; 
Psalms xv. 5; Luke vi. 34-35. 

I would be pleased to give further instruction 
and warning if I thought it would be accepted. 
I know that the Lord will soon be here taking 
vengence on those that know notthe Lord. So- 
called orthodoxy is not Christianity, but a trans- 


lation of Paganism, 
Yours in hope, 


N. B. BLanton, 


BUSINESS NOTICES. 


THE attention of interested readers is directed 
to the advertisement and cut elsewhere pub- 
lished of the Bates Automatic Numbering Ma- 
chine, which we believe will repay looking into. 
If you think so, write to the company for circu- 
lar and further information. 

Themachine was designéd and constructed with 
special reference to the requirements of banks 
and general office use. It is capable of abso- 
lutely accurate work, combines the minimum of 
size and weight with the maximum of durability 
and simplicity of operation, and will be sold at 
low prices—$14 and $16. 


CONSTRUCTION AND WEIGHT. 


The machine—weighing scarcely 16 ounces— 
is built upon an entirely new principle, making 
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it small and light to handle, thus insuring speed 
and ease of operation, It works with very slight 
friction, and therefore, without noise. The 
frames are substantial iron castings, highly pol- 
ished and nickel-plated. Every wearing part is 
made of steel, including the figure-wheels, and 
all parts receive the finest finish and are inter- 
changeable to the smallest screw, The dies, 
tools and special machinery employed in its. 
construction have been built in the most ap- 
proved and permanent manner, insuring abso- 
lute mechanical accuracy. 


ENTIRELY AUTOMATIC, 


Every figure disc changes automatically in its 
consecutive order, from 1 to the full numerical 
capacity of the machine. This cannot, there- 
fore, be classed with the so-styled ‘‘ automatic” 
numbering machines which are self-changing 
to 999 only, beyond which the operator must 
move the numbering discs around by hand as it 
becomes necessary for them to change in the 
course of the advancement of the number, Ma- 
chines so constructed are fatally defective, and 
obviously must be condemned as inadequate 
and most. unreliable. 


SIMPLICITY OF OPERATION, 


The changing from consecutive to duplicate 
and continuous numbering is effected by the 
mere moving of the pointer in front of the dial. 
This is soeasily understood, that the most un- 
skilled and obtuse clerk or boy can operate the 
machine at once without training or experience. 
Thus, the uncertainty of depending upon the 
turning of thumb screws and the setting of stud 
pins, the old way of accomplishing similar 
results, and the practice necessary to become 
skillful in the proper manipulation. of them is 
wholly avoided. 

The name and address of the manufacturers is. 
The Bates Manufacturing Company, Edison 
Building, Broad street, New York. Correspon- 
dents to this company will confer a favor by 
mentioning this Journal. 











